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The  May  Department  Stores  Company  is 

a  powerful  integration  of  brands  that  are  the 
preeminent  department  stores  in  almost  all  of 
the  markets  where  they  compete: 


Lord  &  Taylor 
Hecht's 
Strawbridge's 
Foley's 

Robinsons-May 
Filene  's 


Kaufmann ' s 
Famous-Barr 
L.S.  Ayres 
The  Jones  Store 
Meier  &  Frank 
ZCMI 


For  more  than  a  century  May  has  pursued  the 
objective  of  Excellence  in  Retailing,  reliably 
delivering  exceptional  value,  great  assortments, 
and  attentive  service  to  our  customers.  The 
foundation  of  our  success  is  our  dedication  to 
innovation  coupled  with  a  deep  commitment  to 
continuous  meaningful  performance  improve¬ 
ment  in  all  facets  of  our  business. 


Our  new  advertising  campaign, 
We've  Got  the  Gifts,  celebrates 
gift-giving:  Christmas,  Valentine's 
Day,  and  Mother's  Day  scenes. 


Financial  Highlights 

{dollars  in  millions,  except  per  share) 

Net  retail  sales 
Net  earnings 

Diluted  earnings  per  share 
Year-end  dividend  rate  per  common  share 
Return  on  equity 
Return  on  net  assets 


1999 

$13,869 


927 


$  2,60 
5  0.89 


24.1% 


20.7% 


1998 


$1 3,048 
$  849 


$  2.30 

$  0.85 


22.2% 


19.8% 


increase 


6.3% 

9.1% 

13.0% 

5.1% 


25  consecutive 


years  of 


record  sales 


and  earnings 


per  share 


Letter  to  Shareowners 


M 

ay  enters  the  new  century  with  confidence.  1 999  was 
our  25th  consecutive  year  of  record  sales  and  earnings  per  share. 
We  have  established  the  benchmark  for  consistent  performance 
excellence  in  the  retail  industry. 

•  Sales  grew  to  $13.9  billion  in  1999,  a  6.3%  increase. 

•  Same-store  sales  increased  3.5%  adjusted  for  the  electronics 
business  we  discontinued. 

•  Earnings  per  share  climbed  13%  to  $2.60.  Net  earnings  rose 
to  $927  million  versus  last  year's  $849  million. 

•  Return  on  equity  topped  24%  in  1999,  the  highest  in  May's 
history.  This  places  us  well  in  the  top  quartile  of  performers 
for  our  industry. 

•  Cash  flow  grew  to  $1.4  billion,  more  than  10%  of  revenues. 
This  is  one  of  the  highest  ratios  in  retail.  Our  cash  flow  and 
considerable  financial  strength  give  May  tremendous  flexibility 
to  invest  for  continued  success  in  our  future. 

•  Customer  service  scores  reached  record  highs,  a  powerful 
reflection  of  our  associates'  enthusiam,  dedication,  and 
continuing  commitment  to  our  customers. 


Our  new  advertising  campaign, 
We've  Got  the  Gifts ,  celebrates 
gift-giving:  Christmas,  Valentine's 
Day,  and  Mother's  Day  scenes. 
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Our  board  of  directors  underscored  its  confidence 
in  May's  continued  ability  to  grow  by  increasing  this 
year's  annual  dividend  4.5%  to  93  cents  per  share.  This 
marks  our  25th  consecutive  year  of  dividend  increases 
and  our  89th  year  of  uninterrupted  dividends  since  May's 
initial  public  offering  in  1911. 

The  board  also  authorized  the  purchase  of  an 
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additional  $650  million  of  May  common  stock.  This 
continuing  program  now  accounts  for  more  than  $2.5  billion 
in  stock  repurchases  since  1996. 


To  succeed,  it  is  critical  that  we  continue  to 
listen  to  our  younger  customers  and  to  respond 
to  their  desire  for  critical  brands,  good  values, 
enlivened  store  environments,  and  respectful  service. 
For  example,  our  younger  customers  told  us  to  carry 
MAC  cosmetics.  We  listened,  and  we  opened  our 
_  first  five  MAC  areas  last  year.  They  are  already 
producing  sales  competitive  with  more  established 
brands.  We  plan  to  open  eight  more  in  2000. 


Store-for-store  growth 

May  is  focused  on  achieving  superior  top-line  growth.  This  is 
our  number  one  priority.  Our  decision  to  discontinue  consumer 
electronics  penalized  sales  last  year  by  about  1  %,  but  we  have 
now  converted  most  of  the  recovered  space  in  181  stores  to 
more  profitable  home-related  businesses.  We  expect  to  benefit 
from  all  conversions  in  fiscal  2000. 

We  are  becoming  a  more  intensely  merchandising-driven 
company,  committed  to  the  full  cycle  of  disciplines  required  to 
deliver  superior  growth.  These  include  early  trend  and  new  busi¬ 
ness  identification,  detailed  planning,  advantageous  purchasing, 
compelling  advertising,  and  superb  selling-floor  execution. 

Newness  counts.  It  is  and  will  always  be  the  lifeblood  of  our 
business.  Every  merchant  is  empowered  to  capitalize  on  the 
emerging  items,  styles,  and  ideas  that  are  the  engines  of  growth 
in  our  business.  May  Merchandising  Company 
and  our  powerful  store  company  organizations 
are  well  prepared  to  meet  these  challenges. 

Younger-customer  appeal 

We  are  redoubling  our  efforts  to  appeal 
to  younger  customers.  We  are  committed 
to  becoming  a  primary  shopping  des¬ 
tination  for  this  consumer.  Last  year  we 
identified  and  introduced  a  number 
of  new  lines  for  16-  to  25-year-old 
Y  Generation  shoppers,  including 
Ralph  by  Ralph  Lauren  and  Nautica 
Jeans.  We  also  strengthened  our  business  with  Tommy  Hilfiger, 
Polo  Jeans,  DKNY  Jeans,  and  Calvin  Klein. 

We  continue  to  pursue  fashion-right  assortments  for  12-  to  18- 
year-olds:  kids,  juniors,  and  young  men.  These  include  resources 
for  juniors  like  Esprit,  XOXO,  and  Steve  Madden;  resources  for 
young  men  like  Quiksilver,  Ecko  Unlimited,  and  Girbaud;  and  mer¬ 
chandise  for  all  three  from  Guess?,  Kenneth  Cole,  and  Skechers. 

A  very  high  percentage  of  our  younger-customer  initiatives 
met  with  success  in  1999.  There  are  tremendous  opportunities 
to  grow  these  business  segments  across  many  classifications. 


Lifestyle  marketing 

We  view  lifestyle  marketing  as  a  critical  differentiating  factor  in 
the  competition  among  department  stores.  Today's  consumers 
want  us  to  satisfy  their  lifestyle  aspirations 
as  well  as  their  desire  for  value, 
assortments,  and  service. 

Our  merchandising  strategy 
for  the  home  responds  to 
the  consumers'  varied 
desires  for  casual,  elegant,  or 
more  modern,  urban  lifestyles. 

We  analyze  and  will  position  all 
of  the  businesses  in  our  home  store 
using  these  lifestyle  segments.  We  also  are 
using  the  lifestyle  concept  to  lead  our  apparel  and  accessories 
merchandising  efforts. 

In  addition,  we  are  reaching  out  to  these  consumers  by  lever¬ 
aging  our  broadcast  advertising  to  marry  powerful  promotional 
messages  with  appealing  lifestyle  and  aspirational  themes. 


Gifts,  gifts,  gifts 

May  is  committed  to  being  a  year-round  gift  headquarters.  Our 
successful  We've  Got  the  Gifts  advertising  campaign  promotes  the 
compelling  array  of  gifts  that  we  offer  for  every  gift-giving  occasion. 

Our  stores  did  an  exceptional  job  introducing  novel  gift  ideas  to 
customers  in  1999.  Customers  wholeheartedly  embraced  the  water 
fountains  we  added  to  our  assortments.  We  hit  a  home-run 
with  our  exclusive  Gund  limited-edition 
millennium  teddy  bears  representing 
Hope,  Peace,  Love,  and  Joy.  We 
offered  them  at  an  attractive 
price  as  a  purchase-with- 
purchase.  Many  people 
returned  frequently  so 
they  could  own  or  make 
gifts  of  the  entire  collection 
As  we  celebrated  the 
millennium,  customers 
responded  well  to  our 
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selection  of  table-top  books  with  interactive  discs  that  captured 
significant  moments,  sights,  and  sounds  of  the  past  100  years. 

We  also  introduced  electronic  gift  cards  in  our  stores  and  on 
the  Internet.  Customers  can  redeem  the  cards  at  all  our  stores 
nationwide  and  prefer  them  to  traditional  gift  certificates. 

Innovation 

The  most  innovative  design  trend  in  many  years  in  department 
stores  is  the  assisted,  self-select  shopping  environment.  May  is  a 
leader  incorporating  this  open  shopping  style  into  our  store  designs. 

Open-selling  environments  are  boosting  sales  for  leading 
cosmetic  brands.  To  date,  we  have  installed  more  than  250  open- 
sell  areas  for  Estee  Lauder,  Clinique,  Lancome,  Origins,  Tommy 
Hilfiger,  MAC,  and  Calvin  Klein.  We  will  refine  this  concept  and 
add  almost  100  new  installations  this  year. 

We  continue  our  industry-leading  introduction  of  open, 
assisted-sell  fragrance  environments  into  our  stores.  Fragrances 
are  arranged  alphabetically  by  vendor  so  customers  can  easily 
find  favorites.  We  now  have  1 1  shops  and  will  add  12  more  in 
2000.  Sales  in  these  areas  have  increased  14%  on  average 
during  key  gift-giving  times. 

May  is  also  responding  with  Internet  innovations.  We  recently 
redesigned  the  corporate  and  store  division  Web  sites.  Visits  to 
?  sites  have  increased  more  than  eightfold.  We  will 
:h  a  new  college  recruiting  site  this  spring.  Because 
bridal  registry  is  the  first  experience  many  younger 
customers  have  with  our  home  store,  we  will  add 
a  bridal  registry  Web  site  that  includes  e-commerce 
by  late  summer.  We  also  are  working  to  lever- 
;  age  the  Web  advantageously  in  business-to- 
business  applications. 

New  stores,  new  markets 

May  opened  18  department  stores  last  year, 
including  eight  in  markets  that  are  new  to  us.  We  also  acquired 
ZCMI,  with  13  stores  in  Utah  and  Idaho.  Eight  of  the  ZCMI  stores 
are  well-established  in  the  Salt  Lake  City  metro  area.  They  give  us 
a  leading  first-time  presence  in  this  vibrant,  growing  market. 

In  addition  to  ZCMI,  our  expansion  program  for  2000  includes 
10  new  stores.  We  will  remodel  30  stores  and  expand  17  of  them. 
The  23  new  stores  and  the  remodel-expansions  will  add  3.8  million 
square  feet  of  retail  space  in  2000. 

A  tradition  of  giving 

Our  divisions  are  highly  regarded  in  their  markets.  Many  have 
histories  that  began  in  the  19th  century.  It  is  important  to  us  and 
to  our  associates  that  we  honor  a  tradition  of  generous  support 
for  these  communities  that  contribute  so  much  to  our  success.  The 
May  Department  Stores  Company  Foundation  and  our  associates 


Preparing  for  the  future 

We  have  an  exceptionally  talented  and 
dedicated  management  team  to  lead 
our  growth  initiatives  going  forward. 

John  L.  Dunham  was  promoted  to 
vice  chairman  of  the  corporation,  a  position  that 
reflects  his  significant  contributions  and  increased  responsibilities 
within  the  company.  He  continues  as  chief  financial  officer. 

Richard  W.  Bennet  III  and  William  P.  McNamara  were  promoted 
to  vice  chairmen  of  the  corporation.  They  will  share  the  supervision 
of  the  company's  store  divisions.  Rick  and  Bill  have  tremendous 
records  at  May  and  bring  a  broad  range  of  knowledge  and 
accomplishments  to  their  new  positions. 

Judith  K.  Hofer  was  promoted  to  president  and  chief  executive 
officer  of  May  Merchandising  Company.  Judi  brings  extensive 
experience  as  a  principal  in  several  May  store  divisions  to  her 
new  position.  She  has  an  energetic  and  fresh  perspective  and  a 
keen  interest  in  product.  Judi  will  be  invaluable  spearheading  the 
corporate  merchandising  effort. 

Our  25  consecutive  years  of  record  sales  and  earnings  per 
share  reflect  the  dedication  and  passion  that  all  May  sales,  mer¬ 
chandising,  and  support  associates  bring  to  their  jobs  every  day. 
We  are  not  content  to  rest  on  that  record.  We  are  confident  that 
in  2000  this  team  will  propel  us  to  new  levels  of  Excellence  in 
Retailing  and  to  our  26th  consecutive  record  year. 


donated  $22  million  to  more  than 
2,000  nonprofit  organizations  in  1999. 
Associates  contributed  $6  million  -  more 
than  $5  million  to  the  United  Way  and 
almost  $1  million  to  organizations  that 
received  dollar-for-dollar  matches  from 
our  Matching  Gift  Program. 

We  salute  our  associates  who 
volunteer  their  time  and  talents 
on  projects  ranging  from  tutoring 
children  to  building  homes.  We  are 
tremendously  proud  of  the  impact  they 
have  on  our  communities. 


Eugene  S.  Kahn 
President  and  CEO 

March  31,  2000 


Chairman  of  the  Board 
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Clockwise  from  upper  left:  Have  faux 
fur  fun  with  a  French  wallet  from 
Nine  West;  let  time  fly  with  color- 
face  watches  from  Guess?.  For  your 
valentine,  satiate  a  sweet  tooth 
with  a  teddy  bearing  chocolates 
from  Godiva;  toast  with  flutes  from 


Cristal  d'Arques;  slip  into  something 
from  Kathryn.  Mix  things  up  with 
sparkling  diamonds  on  bracelets 
and  floral  filigree  in  fine  jewelry. 
Celebrate  baby's  first  Christmas. 
Turn  up  the  heat  with  new  DKNY 
fragrances  for  her  and  for  him. 


Everything  for  gift-giving.  Valentine’s  Day.  Mother's  Day.  Housewarming.  Teacher's  Day.  Christmas.  Confirmat 
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Clockwise  from  far  left:  Try  a 
fresh  approach  to  jacket-and-skirt 
dressing  from  Jones  Sport;  add  a 
handbag  from  Coach  and  slides 
from  Aigner.  Entertain  with  Nautica 
by  Pfaltzgraff,  new  in  housewares. 
Slip  into  this  modern,  reinterpreted 


polka-dot  dress  from  City  Triangles. 
Relax  in  linen  shirts  by  Claiborne 
for  men.  Fall  back  onto  animal 
prints:  pillows,  throw,  and  exclusive 
ornaments;  chaise  from  Sam  Moore. 
Slow  the  pace  with  aromatherapy 
solutions  from  Lancome. 


irolee.  Lauren  Ralph  Lauren.  Waterford.  Anne  Klein  II.  Chanel.  Villeroy  &  Boch.  Jones  New  York. 


Natuzzi.  Perry  Ellis.  Royal  Velvet.  Lenox.  Calphalon.  Geoffrey  Beene.  Croscill 
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eaction  by  Kerf^ihVlole. 


Skejehers.  Unlisted.  Guess?  Andrew  Fezza.  Steve  Madden.  Quiksilver.  Paris  Bl 
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Clockwise  from  far  left:  Add  Asian- 
influence  prints  and  high-tech  fab¬ 
rics  from  Wooden  Dog,  Amax,  Next 
Era,  and  LEI.  Unleash  the  beast  head 
to  toe:  hat  from  Liz  Claiborne,  sun¬ 
glasses  from  Riviera,  bag  from  Nine 
West,  wallet  by  Fossil,  and  sandals 


from  Bandolino.  Communicate 
without  restrictions  from  Samsung 
and  Sprint;  listen  up  close  with 
Sharper  Image.  Parade  in  beaded 
trim  and  paisley  from  XOXO,  scarf 
from  Echo.  Get  covered  in  your 
color  by  MAC  cosmetics. 


Break  through  boundaries.  Be  different.  Do  daring  things.  Accept  no  limits.  Never  repeat. 


Clockwise  from  upper  left:  Slide 
into  a  new  attitude  every  day  from 
Franco  Sarto.  Show  your  true  colors 
with  an  embellished  jacket  from 
Liz  Claiborne.  Master  pink  with  the 
DKNY  cropped  pant  and  asymmetri¬ 
cal  knit  top.  Relax  in  bold  fashion 


with  watches  from  Fossil.  Go  to 
great  lengths  in  pants  and  shorts 
from  Amax,  Plugg,  and  Union  Bay; 
sandals  and  clogs  from  Polo  and 
Clarks.  Brighten  up  with  Tommy 
Hilfiger.  Have  a  ball  in  Polo  Jeans 
and  Polo  Sport;  shoes  from  Skechers. 


Easy  Spirit.  Levi  Silver  Tab.  George  Foreman.  Anne  Cole.  Nine  West,  the  sak.  Ocean  Pacific.  Columbia.  Fiestaware.  Girbaud.  Speedo.  The  North  Face.  Roxy.  Timberland.  0 
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the  moment.  Playful 


zed.  Unfettered.  Positive  movement.  Unlimited  fun.  Off  to  a  great  start.  Powerful.  Seize 
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Treating  the  Customer  Right 

May  is  dedicated  to  friendliness,  to  thanking 
customers  by  name,  and  to  providing  attentive 
customer  service. 

Customer  service  scores  for  1999  were  the 
highest  in  the  12-year  history  of  our  Friendliness 
program.  The  program  is  led  by  all  our  depart¬ 
ment  store  associates  and  by  more  than  25,000 
Diamond  Stars  who  demonstrate  exceptionally 
friendly  service  in  thousands  of  daily  interactions 
with  our  customers.  Our  President's  Club  recog¬ 
nizes  top  sales  associates  who  exceed  excep¬ 
tional  performance  measurements.  In  1999  the 
club  membership  was  the  largest  in  our  history 
with  more  than  13,700  members. 

The  people  on  these  pages  are  representatives 
of  our  Diamond  Stars  and  President's  Club. 


Lord  &  Taylor  -  1999  CEO  Cup  j 

In  1990  we  created  the  CEO  Cup  to  honor  the 
division  that  delivers  the  highest  level  of  customer 
service  throughout  its  stores.  Divisions  that  win 
the  coveted  award  proudly  display  these  engraved 
Waterford  loving  cups.  This  year  Lord  &  Taylor 
earned  the  CEO  Cup  for  its  continuing  dedication 
to  Treating  the  Customer  Right.  The  years  in  bold 
following  the  division  names  in  the  list  at  the  far 
right  delineate  prior  CEO  Cup  winners. 


Pictured  left  to  right  from  Lord  &  Taylor: 

Jonathan  Dowling  -  director  of  customer  service, 

Bud  Reynolds  -  president,  Carolina  Sciancalepore  - 
President's  Club  member,  Carol  Cooper  -  President's 
Club  member,  Marshall  Hilsberg  -  CEO  and  chairman 
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Individual  Store  CEO  Cups 

Individual  stores  are  also  recognized  each 
year.  This  year's  winners  are  listed  under 
their  divisions.  The  figures  represent 
repeat  winners. 


Lord  &  Taylor  (1999) 

Garden  City 
Willowbrook  Mall 
Christiana  Mall  (Newark) 

Northshore  Mall  -  2 

Hecht's 

Hartford  Mall  (Bel  Air)  -  3 
Spotsylvania  Mall  (Fredericksburg)  -  3 
Centre  at  Salisbury  -  5 
West  Manchester  Mall  (York)  -  3 

Strawbridge's 

Cherry  Hill  Mall  -  2 
Christiana  Mall  (Newark) 

Foley's 

Town  East  -  3 

Downtown  (Houston)  -  5 

Coronado  Center  -  4 

Ingram  Park  Mall  -  2 

Rolling  Oaks  Shopping  Center  -  3 

Six  Flags  Mall  (Arlington) 


Robinsons-May 

Scottsdale  Fashion  Square  -  3 

Galleria  at  South  Bay  (Redondo  Beach)  -  3 

Fashion  Island  (Newport  Beach) 

Arrowhead  Towne  Center  (Glendale)  -  2 
Paradise  Valley  Mall  -  2 
Parkway  Plaza  (El  Cajon)  -  3 
Beverly  Hills  -  2 

Superstition  Springs  (Mesa)  -  4 

Filene's  (1991,  1992) 

Warwick  Mall  -  2 
Downtown  (Boston) 

Belmont  Center  -  3 
Eastfield  Mall 

Rotterdam  Square  Mall  (Schenectady) 

Kaufmann's  (1997,  1998) 

Summit  Mall 

Sangertown  Square  (New  Hartford) 
Lycoming  Mall  -  2 

Famous-Barr  (1993,  1994,  1996) 

South  County  Center  (Mehlville) 

University  Mall  (Carbondale)  -  4 
Greenwood  Mall  (Bowling  Green) 

L.S.  Ayres 

College  Mall  (Bloomington,  Ind.)  -  3 

Meier  &  Frank 

Rogue  Valley  Mall  -  5 


ft 


Department  Stores  Company:  Lord  &  Taylor.  Hecht's.  Strawbridge's.  Foley's.  Robinsons-May.  Filene's.  Kaufmann’s.  Famous-Barr.  L.S.  Ayres.  The  Jones  Store.  Meier  &  Frank.  ZCMI 


Row  one  left  to  right: 

Mary  Helen  Chavez  -  Foley's,  Zofia  Trznadel  - 
Lord  &  Taylor,  Rick  Proulx  -  Hecht's,  Diane  DePalma  - 
Filene's,  Sadie  Billings  -  Foley's,  Maine  Lofstrand  - 
Lord  &  Taylor,  Derrick  Snyder  -  Lord  &  Taylor,  Lida 
Gharakhanian  -  Robinsons-May,  Mark  Rowen  - 
Filene's,  Bernadine  Parrish  -  Hecht's,  Edlegard 
Schelldorf  -  Foley's,  Razia  Noormahomed  -  Foley's, 
Jan  Wass-Dart  -  Robinsons-May,  Barbara  Krueger  - 
Kaufmann's,  Stuart  Cotier  -  Filene's,  Joyce  King  - 
Famous-Barr,  Luz  Samuel  -  Kaufmann's 


Row  two  left  to  right: 

Howard  Plenert  -  The  Jones  Store,  Virginia  Cobian  - 
Lord  &  Taylor,  Judy  White  -  Kaufmann's,  Ann  Kelly  - 
Robinsons-May,  Tomoko  Yuhasz  -  Strawbridge's,  Bill 
Colby  -  Strawbridge's,  Lorraine  Ross  -  Lord  &  Taylor, 
Carol  Cowan  -  Lord  &  Taylor,  Zorida  Ahamad  -  Foley's, 
Mattie  McCoy  -  Kaufmann's,  Jayne  DiGangi  - 
Kaufmann's,  Ellis  Spruill  -  Hecht's,  Caron  Mayser  - 
Robinsons-May,  Rachel  Williams  -  Foley's, 

Ladell  Carr  -  Filene's 
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Row  one  left  to  right: 

Pat  Burnett  -  Foley's,  Don  Alexander  -  Robinsons-May, 
Larry  Adler  -  Lord  &  Taylor,  Linda  Martinez  -  Robinsons- 
May,  Sharon  Walrod-Blackburn  -  Meier  &  Frank, 

LaDeane  Carbaugh  -  Robinsons-May,  Penny  Berkley  - 
Hecht's,  Bruce  Cohen  -  Hecht's 

Row  two  left  to  right: 

Donna  Hurley  -  Filene's,  Clay  Mendoza  -  Foley's, 

Nahid  Donyavi  -  Hecht's,  Sharline  Antonacci  - 
Famous-Barr,  Si  Collier  -  Foley's,  Geraldine  Karstunen  - 
Filene's,  Cherie  Jenkins  -  Meier  &  Frank,  Claudette 
Collier  -  Robinsons-May 

Row  three  left  to  right: 

Monika  Carr  -  Foley's,  Shirley  Toolsie  - 
Robinsons-May,  Paul  Galek  -  Kaufmann's, 

Josef ina  Moore  -  Lord  &  Taylor 

Row  four  left  to  right: 

Beverly  Pfister  -  L.5.  Ayres,  Laurie  Dennis  -  Lord  &  Taylor, 
Michael  Hoover  -  Hecht's,  Grace  McGeachy  -  Foley's 


Market  Information 


Stores 


1999  Sales 


Lord  &  Taylor  79* 

31  markets,  including  New  York/New  Jersey  Metro,  Chicago, 

Boston,  Philadelphia  Metro,  Dallas/Fort  Worth,  Washington  DC  Metro, 

Detroit,  Houston,  Atlanta,  and  Miami 

Hecht's  and  Strawbridge's  74 

19  markets,  including  Washington  DC  Metro,  Philadelphia  Metro  (Strawbridge's), 

Baltimore,  Norfolk,  and  Richmond 

Foley's  57 

17  markets,  including  Houston,  Dallas/Fort  Worth,  Denver,  San  Antonio, 

Austin,  and  Oklahoma  City 

Robinsons-May  55 

9  markets,  including  Los  Angeles/Orange  County, 

Riverside/San  Bernardino,  Phoenix,  and  San  Diego 

Filene's  44 

16  markets,  including  Boston  Metro,  Southern  Connecticut, 

Hartford,  Providence  Metro,  and  Albany 

Kaufmann's  50 

21  markets,  including  Pittsburgh,  Cleveland,  Buffalo,  Rochester, 

Syracuse,  and  Akron 

Famous-Barr,  L.S.  Ayres,  and  The  Jones  Store  42 

23  markets,  including  St.  Louis  Metro,  Kansas  City  Metro  (The  Jones  Store), 

Indianapolis  (L.S.  Ayres),  Fort  Wayne,  and  South  Bend 

Meier  &  Frank  and  ZCMI  21* 


10  markets,  including  PortlandA/ancouver  Metro  and  Salt  Lake  City  Metro  (ZCMI) 


$  2.1  billion 


S  2.5  billion 


$  2.2  billion 


$  2.1  billion 


$  1.7  billion 


S  1.6  billion 


$  1.3  billion 


S  0.4  billion 


MAY 


The  May  Department  Stores  Company 


422*  $13.9  billion 


*  Includes  stores  opened  as  of  March  3 1,  2000 
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MANAGEMENT'S  DISCUSSION  AND  ANALYSIS 


The  May  Department  Stores  Company 


Our  25th  consecutive  year  of  record  sales  and  earnings  per  share 
marks  an  important  milestone  for  May  and  is  a  performance  record 
few  companies  in  retailing  can  match.  Our  25-year  compound 
earnings  per  share  growth  rate  of  1 1 .0%  and  total  return  to  share- 
owners  of  16.1%  demonstrate  the  underlying  strength  of  our  store 
companies  to  perform  under  a  range  of  economic  conditions. 

Our  1999  performance  was  highlighted  by  a  13.0%  increase  in 
diluted  earnings  per  share  to  $2.60  from  last  year's  $2.30.  Net 
earnings  totaled  $927  million  versus  $849  million  last  year.  Our 
three-year  earnings  per  share  compound  growth  rate  of  1 1.6%, 
our  return  on  equity  of  24.1  %,  and  our  return  on  net  assets  of 
20.7%  continue  to  be  among  the  best  in  retailing. 

Sales  were  $13.9  billion,  an  increase  of  6.3%  over  1998  sales 
of  $13.0  billion.  The  increase  reflects  a  2.6%  rise  in  store-for-store 
sales,  1999  store  openings,  and  the  full-year  impact  of  1998  store 
openings.  We  discontinued  our  consumer  electronics  business  in 
1 999,  which  penalized  sales  by  about  1  %  for  the  year. 

We  also  opened  the  following  18  department  stores  during  1999, 
adding  2.5  million  square  feet  of  retail  space: 


Lord  &  Taylor:  5  stores 

Filene's:  2  stores 

Emerald  Square  North  Attleboro,  MA 

Lynnhaven  Mall  Virginia  Beach,  VA 

Mall  of  Georgia  Atlanta,  GA 

Meriden  Square  Meriden,  CT 

Park  Meadows  Denver,  CO 

Burlington  Square  Burlington,  VT 

Providence  Place  Providence,  Rl 

Kaufmann's:  2  stores 

Washington  Crown  Ctr.  Washington,  PA 
Nittany  Mall  State  College,  PA 

Hecht's:  3  stores 

Operating  as  Hecht's: 

Chesapeake  Sq.  Chesapeake,  VA 

Valley  Mall  Hagerstown,  MD 

Operating  as  Strawbridge's: 

Moorestown  Mall  Moorestown,  NJ 

Famous-Barr:  4  stores 

Operating  as  Famous-Barr: 

Eastland  Mall  Bloomington,  IL 

Greenwood  Mall  Bowling  Green,  KY 

Market  Place  Mall  Champaign,  IL 

Operating  as  The  Jones  Store: 

Westroads  Mall  Omaha,  NE 

Robinsons-May:  2  stores 

Pacific  View  Mall  San  Buenaventura,  CA 
The  Promenade  Temecula,  CA 

We  remodeled  23  department  stores  in  1999  totaling  1.5  million 
square  feet,  which  included  the  expansion  of  17  stores  by  519,000 
square  feet.  We  continued  aggressively  pursuing  home  store  sales 
by  converting  space  previously  dedicated  to  consumer  electronics 
in  181  stores  in  1999.  At  fiscal  year-end  we  operated  408  depart¬ 
ment  stores  in  34  states  and  the  District  of  Columbia. 

On  December  31,  1999  we  completed  the  acquisition  of  Zions  Co¬ 
operative  Mercantile  Institution  (ZCMI)  stores.  Our  Meier  &  Frank 
division  opened  13  ZCMI  stores  located  in  Utah  and  Idaho  on 
January  31,  2000. 

Our  2000  new-store  plan  includes  10  new  department  stores  in 
addition  to  the  ZCMI  stores,  adding  3.3  million  square  feet  of  retail 
space.  We  also  plan  to  remodel  30  department  stores  totaling 
1 .9  million  square  feet  of  retail  space  that  includes  the  expansion  of 
17  stores  by  a  total  of  535,000  square  feet. 


The  new-store  plan  for  2000  through  2004  would  add  83  new 
department  stores  totaling  13  million  retail  square  feet,  a  4%  annu¬ 
alized  increase.  During  this  five-year  period  the  major  components 
of  our  $3.5  billion  capital  plan  include  plans  to  invest  $1.4  billion 
for  new  stores,  $1.0  billion  to  expand  and  remodel  existing  stores, 
and  $370  million  related  to  systems  and  operations  improvements. 

Common  stock  repurchase  programs  authorized  by  May's  board  of 
directors  since  1996  totaled  more  than  $2.5  billion,  as  shown  below: 


On  millions) 

Authorized 

Shares  Repurchased 

$ 

Shares 

2000 

$650 

$  - 

- 

1999 

500 

361 

9.9 

1998 

500 

500 

12.5 

1997 

300 

300 

9.6 

1996 

600 

600 

19.1 

Review  of  Operations 

Diluted  earnings  per  share  reached  $2.60  in  1999,  compared  with 
$2.30  in  1998  and  $2.07  in  1997.  Net  earnings  totaled  $927  mil¬ 
lion  in  1999,  compared  with  $849  million  in  1998  and  $779  mil¬ 
lion  in  1997.  The  1999,  1998,  and  1997  diluted  earnings  per  share 
growth  rates  were  13.0%,  11.1%,  and  10.7%,  respectively.  Return 
on  revenues  was  6.7%  in  1999,  compared  with  6.5%  in  1998  and 
6.3%  in  1997. 

Results  for  the  past  three  years  and  the  related  percent  of  revenues 
were  as  follows: 


(dollars  in  millions, 
except  per  share  data) 

1999 

1998 

1997 

$ 

% 

$ 

% 

$ 

% 

Net  retail  sales 

$13,869 

$13,048 

SI  2,265 

Revenues 

SI  3,866 

100.0% 

$13,090 

100.0% 

$12,390 

100.0% 

Cost  of  sales 

9,370 

67.6 

8,901 

68.0 

8,437 

68.1 

Selling,  general,  and 

administrative 

2,686 

19.4 

2,516 

19.2 

2,375 

19.2 

Interest  expense,  net 

287 

2.0 

278 

2.1 

299 

2.4 

Earnings  before 

income  taxes 

1,523 

11.0 

1,395 

10.7 

1,279 

10.3 

Provision  for 

income  taxes* 

596 

39.1 

546 

39.1 

500 

39.1 

Net  earnings 

$  927 

6.7% 

$  849 

6.5% 

$  779 

6.3% 

Diluted  earnings 

per  share** 

$  2.60 

13.0% 

$  2.30 

11.1% 

$  2.07 

10.7% 

*  Percent  of  revenues  columns  represent  effective  income  tax  rates. 

♦★Percent  of  revenues  columns  represent  diluted  earnings  per  share  growth  rates. 


The  following  table  shows  earnings  before  interest  and  taxes 
excluding  the  LIFO  (last-in,  first-out)  credit  of  $30  million  in  1999, 
$28  million  in  1998,  and  $5  million  in  1997: 


(dollars  in  millions) 

1999 

1998 

1997 

Operating  earnings 

Percent  of  revenues 

$1,780 

12.8% 

$1,645 

12.6% 

$1,573 

12.7% 
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MANAGEMENT'S  DISCUSSION  AND  ANALYSIS 


The  May  Department  Stores  Company 


Our  408  quality  department  stores  are  operated  by  eight  regional 
department  store  companies  across  the  United  States  under  12 
long-standing  and  widely  recognized  trade  names.  Each  store 
company  holds  a  leading  market  position  in  its  region. 


The  table  below  summarizes  net  retail  sales,  sales  per  square 
foot,  gross  retail  square  footage,  and  the  number  of  stores  for 
each  store  company: 


Store  Company:  Headquarters 

Net  Retail 
Sales  in  Millions 
of  Dollars 

Sales  per 
Square  Foot 

Gross  Retail 
Square  Footage 
in  Thousands 

Number  of  Stores 

1999 

1998 

1999 

1998 

1999 

1998 

1999 

New 

Closed 

1998 

Lord  &  Taylor:  New  York  City 

S  2,129 

$  1,976 

$222 

$232 

10,070 

9,461 

78 

5 

0 

73 

Hecht's,  Strawbridge's:  Washington,  D.C. 

2,457 

2,368 

203 

200 

12,668 

12,231 

74 

3 

0 

71 

Foley's:  Houston 

2,174 

2,060 

203 

196 

10,975 

10,993 

57 

0 

0 

57 

Robinsons-May:  Los  Angeles 

2,057 

1,925 

210 

196 

10,198 

10,156 

55 

2 

2 

55 

Filene's:  Boston 

1,703 

1,578 

253 

244 

7,212 

6,710 

44 

2 

0 

42 

Kaufmann's:  Pittsburgh 

1,597 

1,549 

196 

199 

8,513 

8,177 

50 

2 

0 

48 

Famous-Barr,  L.S.  Ayres,  The  Jones  Store:  St.  Louis 

1,348 

1,193 

189 

207 

7,655 

7,159 

42 

4 

1 

39 

Meier  &  Frank,  ZCMI*:  Portland,  Ore. 

404 

399 

233 

231 

1,769 

1,768 

8 

0 

0 

8 

The  May  Department  Stores  Company 

$13,869 

$13,048 

$210 

$209 

69,060 

66,655 

408 

18 

3 

393 

Net  retail  sales  exclude  the  sales  of  stores  that  have  been  closed  and  not  replaced  and  include  lease  department  sales. 

Sales  per  square  foot  are  calculated  from  net  retail  sales  plus  finance  charge  revenues  and  average  gross  retail  square  footage. 
Gross  retail  square  footage  represents  square  footage  of  stores  open  at  the  end  of  the  period  presented. 

*  Table  excludes  13  ZCMI  stores  that  opened  in  fiscal  2000. 


Sales  per  square  foot 


S210 


168 


89  90  91  92  93  94  95  96  97  98  99 


Cash  flows 

(in  millions) 


$1,396 


89  90  91  92  93  94  95  96  97  98  99 
I  Depreciation  and  amortization 
Net  earnings 


Return  on  net  assets 

20.7% 

16.9 

0 

89  90  91  92  93  94  95  96  97  98  99 

Common  stock  closing  price 
and  price  range 


89  90  91  92  93  94  95  96  97  98  99 
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The  May  Department  Stores  Company 


Net  Retail  Sales  Net  retail  sales  (sales)  exclude  the  sales  of  stores 
that  have  been  closed  and  not  replaced  and  include  lease  department 
sales.  Sales  increases  for  1999  and  1998  were  as  follows: 


Quarter 

1999 

1998 

Total 

Store-for- 

Store 

Total 

Store-for- 

Store 

First 

8.1% 

3.5% 

6.3% 

4.6% 

Second 

9.2 

4.7 

5.9 

4.3 

Third 

5.4 

1.1 

4.6 

2.2 

Fourth 

4.0 

1.6 

8.0 

3.3 

Year 

6.3% 

2.6% 

6.4% 

3.5% 

The  total  sales  increase  for  1999  reflects  a  2.6%  rise  in  store-for- 
store  sales,  the  opening  of  1 5  net  new  stores  in  1999,  and  the  full- 
year  impact  of  1998  store  openings.  We  discontinued  our  consumer 
electronics  business  in  1999,  which  penalized  sales  comparisons  by 
about  1  %  for  the  year.  The  total  sales  increase  for  1998  includes 
a  3.5%  store-for-store  sales  increase,  the  opening  of  24  net  new 
stores,  and  the  full-year  impact  of  1997  store  openings. 

Revenues  (see  page  26  for  definition)  include  finance  charge 
revenues  of  $304  million,  $298  million,  and  $319  million  in  1999, 

1 998,  and  1 997,  respectively. 

Cost  of  Sales  Cost  of  sales  includes  cost  of  merchandise  sold 
and  buying  and  occupancy  costs.  The  impact  of  LIFO  on  cost  of 
sales  and  the  related  percent  of  revenues  is  shown  below: 


■ 

(dollars  in  millions) 

1999 

1998 

1997 

$ 

% 

$ 

% 

$ 

% 

Cost  of  sales 

LIFO  credit 

$9,370 

30 

67.6% 

0.2 

58,901 

28 

68.0% 

0.2 

58,437 
.  5 

68.1% 

0.0 

Cost  of  sales 
before  LIFO  credit 

$9,400 

67.8% 

$8,929 

68.2% 

$8,442 

68.1% 

Before  the  LIFO  credit,  cost  of  sales  as  a  percentage  of  revenues 
decreased  in  1999  compared  with  1998  due  to  the  elimination 
of  the  lower-margin  consumer  electronics  business.  Before  the 
LIFO  credit,  cost  of  sales  as  a  percentage  of  revenues  increased 
in  1998  compared  with  1997  as  a  result  of  higher  promotional 
mark-down  levels. 

Selling,  General,  and  Administrative  Expenses  Selling, 
general,  and  administrative  expenses  were  $2.69  billion  in  1999, 
compared  with  $2.52  billion  in  1998,  a  6.8%  increase.  The  overall 
increase  was  due  to  a  6.3%  increase  in  sales.  As  a  percent  of  rev¬ 
enues,  selling,  general,  and  administrative  expenses  increased  from 
19.2%  in  1998  to  19.4%  in  1999  as  a  result  of  increases  in  payroll, 
retirement,  and  profit  sharing  expense. 


Selling,  general,  and  administrative  expenses  were  $2.52  billion  in 
1998,  compared  with  $2.38  billion  in  1997,  a  5.9%  increase.  The 
overall  increase  was  due  to  a  6.4%  increase  in  sales.  As  a  percent 
of  revenues,  selling,  general,  and  administrative  expenses  remained 
constant  at  19.2%  in  1998  and  1997.  A  decrease  in  credit  expense 
partly  related  to  lower  bankruptcy  rates  was  offset  by  increases  in 
advertising,  retirement,  and  profit  sharing  expense. 

Selling,  general,  and  administrative  expenses  included  advertising 
and  sales  promotion  costs  of  $540  million,  $500  million,  and 
$463  million  in  1999,  1998,  and  1997,  respectively. 

Interest  Expense  Interest  expense  components  were: 


(dollars  in  millions) 

1999 

1998 

1997 

Interest  expense 

$315 

5311 

5324 

Interest  income 

(12) 

(19) 

(ID 

Capitalized  interest 

(16) 

(14) 

(14) 

Interest  expense,  net 

$287 

5278 

5299 

Percent  of  revenues 

2.0% 

2.1% 

2.4% 

Interest  expense  principally  relates  to  long-term  debt.  Seasonal 
working  capital  requirements  were  met  through  commercial  paper 
borrowings.  We  did  not  issue  any  long-term  debt  in  1999  or  1997. 
In  the  third  quarter  of  1998,  we  issued  $350  million  in  new  debt. 

Impact  of  Inflation  Inflation  did  not  have  a  material  impact  on 
our  1999  sales  and  earnings  growth.  We  value  inventory  on  a  LIFO 
basis,  and  as  a  result,  the  current  cost  of  merchandise  is  reflected 
in  current  operating  results. 

Review  of  Financial  Condition 

We  continue  to  meet  our  objective  of  generating  superior  shareowner 
returns  while  maintaining  access  to  capital  at  reasonable  costs. 

Return  on  Equity  Return  on  equity  is  our  principal  measure  for 
evaluating  our  performance  for  shareowners  and  our  ability  to 
invest  shareowners'  funds  profitably.  Our  objective  is  performance 
that  places  our  return  on  equity  in  the  top  quartile  of  the  retail 
industry.  Return  on  beginning  equity  was  24.1%  in  1999,  com¬ 
pared  with  22.2%  in  1998  and  21.2%  in  1997. 

Return  on  Net  Assets  Return  on  net  assets  measures  perfor¬ 
mance  independent  of  capital  structure.  Return  on  net  assets 
is  pretax  earnings  before  net  interest  expense  and  the  interest 
component  of  operating  leases,  divided  by  beginning-of-year  net 
assets  (including  present  value  of  operating  leases).  Return  on  net 
assets  was  20.7%  in  1999,  compared  with  19.8%  in  1998  and 
18.5%  in  1997. 
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Cash  Flows  Cash  flows  from  operations  (net  earnings  plus 
depreciation/amortization)  was  $1.4  billion,  or  10.1%  of  revenues 
in  1999.  This  compares  with  9.8%  in  1998  and  9.6%  in  1997. 
Our  cash  flows  as  a  percent  of  revenues  continues  to  be  one  of 
the  highest  in  the  retail  industry  and  provides  us  with  significant 
resources  to  enhance  shareowners'  value. 

Sources  (uses)  of  cash  flows  are  summarized  below: 


(dollars  in  millions) 

1999 

1998 

1997 

Net  earnings  plus 

depreciation/amortization 

SI, 396 

51,288 

$1,191 

Working  capital  decreases 

14 

158 

265 

Other  operating  activities 

120 

59 

70 

Capital  expenditures  and 

other  investing  activities 

(718) 

(888) 

(463) 

Net  long-term  debt 

issuances  (repayments) 

(135) 

129 

(340) 

Net  purchases  of  common  stock 

(434) 

(525) 

(329) 

Dividend  payments 

(314) 

(308) 

(297) 

Increase  (decrease)  in 
cash  and  cash  equivalents 

S  (71) 

S  (87) 

$  97 

See  "Consolidated  Statement  of  Cash  Flows"  on  page  24. 

Available  Credit  and  Debt  Ratings  We  can  borrow  up  to 
$780  million  under  our  multiyear  credit  agreements.  In  addition  we 
have  filed  with  the  Securities  and  Exchange  Commission  shelf  reg¬ 
istration  statements  that  enable  us  to  issue  up  to  $1 .0  billion  of 
debt  securities,  of  which  $200  million  was  issued  in  February  2000. 

In  July  1999,  our  bond  rating  by  Standard  &  Poor's  Corporation 
was  increased  from  A  to  A+.  Our  bonds  continue  to  be  rated  A1 
by  Moody's  Investors  Service,  Inc.  Our  commercial  paper  is  rated 
PI  by  Moody's  and  A1  by  Standard  &  Poor's.  Our  senior  unsecured 
bank  credit  agreement  is  rated  A1  by  Moody's. 

Capital  Expenditures  Our  strong  financial  condition  enables 
us  to  make  capital  expenditures  to  enhance  shareowners'  returns. 
The  operating  measures  we  emphasize  when  we  invest  in  new 
stores  and  remodel  or  expand  existing  stores  include  return  on 
net  assets,  internal  rate  of  return,  and  sales  per  square  foot. 

Financial  Ratios  Our  debt-to-capitalization  and  fixed-charge 
coverage  ratios  are  consistent  with  our  capital  structure  objective. 
Our  capital  structure  provides  us  with  substantial  financial  and 
operational  flexibility. 

The  debt-to-capitalization  ratios  were  44%,  45%,  and  44%  for 
1999,  1998,  and  1997,  respectively.  For  purposes  of  the  debt-to- 
capitalization  ratio,  we  define  total  debt  as  short-term  and  long¬ 
term  debt  (including  the  Employee  Stock  Ownership  Plan  (ESOP) 


debt  reduced  by  unearned  compensation)  and  the  capitalized  value 
of  all  leases  including  operating  leases.  We  define  capitalization 
as  total  debt,  noncurrent  deferred  taxes,  ESOP  preference  shares, 
and  shareowners'  equity.  See  "Profit  Sharing"  on  page  27  for 
discussion  of  the  ESOP. 

The  fixed-charge  coverage  ratios  were  4.8x  in  1999,  4.5x  in  1998, 
and  4. lx  in  1997.  We  define  fixed  charges  as  gross  interest  expense, 
interest  expense  on  the  ESOP  debt,  total  rent  expense,  and  the 
pretax  equivalent  of  dividends  on  redeemable  preferred  stock. 

Common  Stock  Dividends  and  Market  Prices  Our  dividend 
policy  is  based  on  earnings  growth  and  capital  investment  require¬ 
ments.  We  increased  the  annual  dividend  by  4.5%,  or  4  cents,  to 
93  cents  per  share  effective  with  the  March  2000  dividend.  This 
is  our  25th  consecutive  annual  dividend  increase.  We  have  paid 
consecutive  quarterly  dividends  since  1911. 

During  the  first  quarter  of  1999,  we  effected  a  three-for-two 
common  stock  split.  All  share  and  per  share  data  included  in  this 
annual  report  have  been  restated  to  reflect  the  split. 

The  quarterly  price  ranges  of  the  common  stock  and  dividends 
per  share  in  1999  and  1998  were: 


Quarter 

1999 

1998 

Market  Price 

Dividends 
per  Share 

Market  Price 

Dividends 
per  Share 

High 

Low 

High 

Low 

First 

$423/» 

S36 

S.22V4 

$44'  „ 

535V.6 

5.21/6 

Second 

453/b 

38Vb 

.22  Vi 

4  7  Vi 

41  Vie 

.21/6 

Third 

419/l6 

32Vi 

.22Vi 

44 1  Vt6 

333/i6 

.21  Vi 

Fourth 

345/b 

29V* 

.22  Vi 

43 

37n/ie 

.21/6 

Year 

S453/b 

S293/i6 

$.89 

547  Vi 

S33V» 

S.84/3 

The  approximate  number  of  common  shareowners  as  of  March  1,  2000,  was  45,000. 


Forward-looking  Statements  Management's  Discussion  and 
Analysis  contains  forward-looking  statements  as  defined  by  the 
Private  Securities  Litigation  Reform  Act  of  1995.  While  such  state¬ 
ments  reflect  all  available  information  and  management's  judgment 
and  estimates  of  current  and  anticipated  conditions  and  circum¬ 
stances  and  are  prepared  with  the  assistance  of  specialists  within 
and  outside  the  company,  there  are  many  factors  outside  of  our 
control  that  have  an  impact  on  our  operations.  Such  factors  include 
but  are  not  limited  to  competitive  changes,  general  and  regional 
economic  conditions,  consumer  preferences  and  spending  pat¬ 
terns,  availability  of  adequate  locations  for  building  or  acquiring 
new  stores,  and  our  ability  to  hire  and  retain  qualified  associates. 
Because  of  these  factors,  actual  performance  could  differ  materi¬ 
ally  from  that  described  in  the  forward-looking  statements. 
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CONSOLIDATED  STATEMENT  OF  EARNINGS 


The  May  Department  Stores  Company 


(dollars  in  millions,  except  per  share) 

1999 

1998 

1997 

Net  retail  sales 

513,869 

$13,048 

$12,265 

Revenues 

S  13,866 

$13,090 

$12,390 

Cost  of  sales 

9,370 

8,901 

8,437 

Selling,  general,  and  administrative  expenses 

2,686 

2,516 

2,375 

Interest  expense,  net 

287 

278 

299 

Earnings  before  income  taxes 

1,523 

1,395 

1,279 

Provision  for  income  taxes 

596 

546 

500 

Net  earnings  before  extraordinary  loss 

927 

849 

779 

Extraordinary  loss,  net  of  income  taxes 

- 

- 

(4) 

Net  earnings 

S  927 

$  849 

$  775 

Basic  earnings  per  share: 

Net  earnings  before  extraordinary  loss 

$  2.73 

$  2.43 

$  2.18 

Extraordinary  loss 

- 

- 

(0.01) 

Basic  earnings  per  share 

5  2.73 

$  2.43 

$  2.17 

Diluted  earnings  per  share: 

Net  earnings  before  extraordinary  loss 

5  2.60 

$  2.30 

$  2.07 

Extraordinary  loss 

- 

- 

(0.01) 

Diluted  earnings  per  share 

5  2.60 

$  2.30 

$  2.06 

See  Notes  to  Consolidated  Financial  Statements. 
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CONSOLIDATED  BALANCE  SHEET 


The  May  Department  Stores  Company 


(dollars  in  millions,  except  per  share) 

January  29, 
2000 

January  30, 
1999 

Assets 

Current  assets: 

Cash 

$  16 

$  15 

Cash  equivalents 

25 

97 

Accounts  receivable,  net 

2,173 

2,144 

Merchandise  inventories,  net  of  LIFO  reserves  of  $35  and  $65 

2,817 

2,655 

Other  current  assets 

84 

76 

Total  current  assets 

5,115 

4,987 

Property  and  equipment: 

Land 

326 

316 

Buildings  and  improvements 

3,863 

3,656 

Furniture,  fixtures,  and  equipment 

3,543 

3,232 

Property  under  capital  leases 

65 

56 

Total  property  and  equipment 

7,797 

7,260 

Accumulated  depreciation 

(3,028) 

(2,747) 

Property  and  equipment,  net 

4,769 

4,513 

Goodwill,  net  of  accumulated  amortization  of  $228  and  $199 

981 

933 

Other  assets 

70 

100 

Total  assets 

$10,935 

$10,533 

Liabilities  and  shareowners'  equity 

Current  liabilities: 

Current  maturities  of  long-term  debt 

$  259 

$  98 

Accounts  payable 

1,030 

965 

Accrued  expenses 

892 

807 

Income  taxes  payable 

234 

189 

Total  current  liabilities 

2,415 

2,059 

Long-term  debt 

3,560 

3,825 

Deferred  income  taxes 

540 

482 

Other  liabilities 

314 

309 

ESOP  preference  shares 

315 

327 

Unearned  compensation 

(286) 

(305) 

Shareowners'  equity: 

Common  stock 

163 

167 

Additional  paid-in  capital 

- 

- 

Retained  earnings 

3,914 

3,669 

Total  shareowners'  equity 

4,077 

3,836 

Total  liabilities  and  shareowners'  equity 

$10,935 

$10,533 

Common  stock  has  a  par  value  of  $.50  per  share;  1  billion  shares  are  authorized  and  470.5  million  shares  were  issued.  At  January  29,  2000,  325.5  million  shares  were 

outstanding,  and  145.0  million  shares  were  held  in  treasury.  At  January  30,  1999,  334  7  million  shares  were  outstanding,  and  135.8  million  shares  were  held  in  treasury. 

ESOP  preference  shares  have  a  par  value  of  $.50  per  share  and  a  stated  value  of  $507  per  share;  800,000  shares  are  authorized. 

At  January  29,  2000,  622,197  shares 

(convertible  into  21.0  million  shares  of  common  stock)  were  issued  and  outstanding.  At  January  30,  1999,  645,320  shares  (convertible  into  21.8  million  shares  of  common 

stock)  were  issued  and  outstanding. 

See  Notes  to  Consolidated  Financial  Statements. 
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CONSOLIDATED  STATEMENT  OF  CASH  FLOWS 


The  May  Department  Stores  Company 


(dollars  in  millions) 

1999 

1998 

1997 

Operating  activities 

Net  earnings 

$  927 

$  849 

$  775 

Adjustments  for  noncash  items  included  in  earnings: 

Depreciation  and  amortization 

469 

439 

412 

Deferred  income  taxes 

75 

48 

58 

Working  capital  changes: 

Accounts  receivable,  net 

13 

20 

262 

Merchandise  inventories 

(137) 

(176) 

(53) 

Other  current  assets 

(22) 

12 

46 

Accounts  payable 

57 

176 

(30) 

Accrued  expenses 

57 

89 

26 

Income  taxes  payable 

46 

37 

14 

Other  assets  and  liabilities,  net 

45 

11 

16 

Total  operating  activities 

1,530 

1,505 

1,526 

Investing  activities 

Capital  expenditures 

(703) 

(630) 

(496) 

Dispositions  of  property  and  equipment 

25 

44 

33 

Acquisitions 

(40) 

(302) 

- 

Total  investing  activities 

(718) 

(888) 

(463) 

Financing  activities 

Issuances  of  long-term  debt 

- 

350 

- 

Repayments  of  long-term  debt 

(135) 

(221) 

(340) 

Purchases  of  common  stock 

(468) 

(589) 

(394) 

Issuances  of  common  stock 

34 

64 

65 

Dividend  payments 

(314) 

(308) 

(297) 

Total  financing  activities 

(883) 

(704) 

(966) 

Increase  (decrease)  in  cash  and  cash  equivalents 

(71) 

(87) 

97 

Cash  and  cash  equivalents,  beginning  of  year 

112 

199 

102 

Cash  and  cash  equivalents,  end  of  year 

$  41 

$  112 

$  199 

Cash  paid  during  the  year: 

Interest  expense 

$  307 

$  297 

$  319 

Income  taxes 

463 

411 

355 

See  Acquisitions  in  Notes  to  Consolidated  Financial  Statements  for  a  description  of  noncash  transactions. 

See  Notes  to  Consolidated  Financial  Statements. 
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CONSOLIDATED  STATEMENT  OF  SHAREOWNERS'  EQUITY 


The  May  Department  Stores  Company 


(dollars  in  millions,  shares  in  thousands) 

Outstanding 
Common  Stock 

Additional 

Paid-in 

Capital 

Retained 

Earnings 

Total 

Shareowners' 

Equity 

Shares 

Dollars 

Balance  at  February  1f  1997 

355,389 

$178 

$  - 

$3,472 

$3,650 

Net  earnings 

- 

- 

- 

775 

775 

Dividends  paid: 

Common  stock  ($0.80  per  share) 

- 

- 

- 

(279) 

(279) 

ESOP  preference  shares, 

net  of  tax  benefit 

- 

- 

- 

(18) 

(18) 

Common  stock  issued 

3,419 

2 

73 

- 

75 

Common  stock  purchased 

(12,296) 

(7) 

(73) 

(314) 

(394) 

Balance  at  January  31,  1998 

346,512 

173 

_ 

3,636 

3,809 

Net  earnings 

- 

- 

- 

849 

849 

Dividends  paid: 

Common  stock  ($0.842/3  per  share) 

- 

- 

- 

(290) 

(290) 

ESOP  preference  shares, 

net  of  tax  benefit 

- 

- 

- 

(18) 

(18) 

Common  stock  issued 

3,141 

1 

74 

— 

75 

Common  stock  purchased 

(14,989) 

(7) 

(74) 

(508) 

(589) 

Balance  at  January  30,  1999 

334,664 

167 

_ 

3,669 

3,836 

Net  earnings 

- 

- 

- 

927 

927 

Dividends  paid: 

Common  stock  ($0.89  per  share) 

- 

- 

- 

(295) 

(295) 

ESOP  preference  shares, 

net  of  tax  benefit 

- 

- 

- 

(19) 

(19) 

Common  stock  issued 

3,678 

2 

94 

- 

96 

Common  stock  purchased 

(12,877) 

(6) 

(94) 

(368) 

(468) 

Balance  at  January  29,  2000 

325,465 

SI  63 

s  - 

53,914 

$4,077 

(shares  in  thousands) 

Treasury  Shares 

1999 

1998 

1997 

Balance,  beginning  of  year 

135,791 

123,943 

1 1 5,066 

Common  stock  issued: 

Exercise  of  stock  options 

(673) 

(1,914) 

(2,372) 

Deferred  compensation  plan 

(224) 

(227) 

(243) 

Restricted  stock  grants,  net  of  forfeitures 

(372) 

(306) 

(156) 

Conversion  of  ESOP  preference  shares 

(781) 

(694) 

(648) 

Acquisition 

(1,628) 

- 

- 

(3,678) 

(3,141) 

(3,419) 

Common  stock  purchased 

12,877 

14,989 

12,296 

Balance,  end  of  year 

144,990 

135,791 

123,943 

Outstanding  common  stock  excludes  shares  held  in  treasury. 

See  Notes  to  Consolidated  Financial  Statements. 
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NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS 


The  May  Department  Stores  Company 


Summary  of  Significant  Accounting  Policies 

Fiscal  Year  The  company's  fiscal  year  ends  on  the  Saturday 
closest  to  January  31.  Fiscal  years  1999,  1998,  and  1997  ended 
on  January  29,  2000,  January  30,  1999,  and  January  31,  1998, 
respectively.  References  to  years  in  this  annual  report  relate  to 
fiscal  years  or  year-ends  rather  than  calendar  years. 

Basis  of  Reporting  The  consolidated  financial  statements 
include  the  accounts  of  The  May  Department  Stores  Company,  a 
Delaware  corporation,  and  all  wholly  owned  subsidiaries  (May  or 
the  company).  The  company's  408  quality  department  stores  are 
operated  by  eight  regional  department  store  companies  across  the 
United  States  under  12  long-standing  and  widely  recognized  trade 
names.  The  company  aggregates  its  eight  store  companies  into 
one  reportable  segment. 

Use  of  Estimates  Management  makes  estimates  and  assump¬ 
tions  that  affect  the  amounts  reported  in  the  consolidated  financial 
statements.  Actual  results  could  differ  from  these  estimates. 

Net  Retail  Sales  Net  retail  sales  (sales)  represent  sales  of  stores 
operating  at  the  end  of  the  latest  period  including  lease  depart¬ 
ment  sales  and  excluding  finance  charge  revenues  and  the  sales 
of  stores  that  have  been  closed  and  not  replaced.  Store-for-store 
sales  represent  sales  of  those  stores  open  during  both  years. 

Revenues  Revenues  include  sales  from  all  stores  operating 
during  the  period,  finance  charge  revenues,  and  lease  department 
income.  Sales  are  net  of  returns  and  exclude  sales  tax.  A  reserve  is 
provided  for  estimated  merchandise  returns  based  on  experience. 

In  December  1999  new  accounting  rules  were  issued  requiring 
lease  department  income  rather  than  lease  department  sales  to  be 
included  in  revenues.  The  company  has  restated  its  revenues  and 
cost  of  sales  to  reflect  this  accounting  change  with  no  impact  on 
earnings  or  earnings  per  share. 

Cost  of  Sales  Cost  of  sales  includes  the  cost  of  merchandise 
sold  and  the  company's  buying  and  occupancy  costs. 

Advertising  Costs  Advertising  and  sales  promotion  costs  are 
expensed  at  the  time  the  advertising  takes  place. 

Preopening  Expenses  Preopening  expenses  of  new  stores  are 
expensed  as  incurred. 

Income  Taxes  Income  taxes  are  accounted  for  by  the  liability 
method.  The  liability  method  applies  statutory  tax  rates  in  effect  at 
the  date  of  the  balance  sheet  to  differences  between  the  book 
basis  and  the  tax  basis  of  assets  and  liabilities. 

Earnings  per  Share  References  to  earnings  per  share  relate  to 
diluted  earnings  per  share. 

Common  Stock  Split  All  share  and  per  share  data  included  in 
this  annual  report  have  been  restated  to  reflect  a  three-for-two 
common  stock  split  effective  March  22,  1999. 

Stock-based  Compensation  The  company  accounts  for  stock- 
based  compensation  by  applying  APB  Opinion  No.  25,  as  allowed 
under  SFAS  No.  123,  "Accounting  for  Stock-based  Compensation." 

Cash  Equivalents  Cash  equivalents  consist  primarily  of  commer¬ 
cial  paper  with  maturities  of  less  than  three  months.  Cash  equiva¬ 
lents  are  stated  at  cost,  which  approximates  fair  value. 


Merchandise  Inventories  Merchandise  inventories  are  valued 
by  the  retail  method  and  are  stated  on  the  lower  of  LIFO  (last-in, 
first-out)  cost  basis  or  market. 

Property  and  Equipment  Property  and  equipment  are  record¬ 
ed  at  cost  and  are  depreciated  on  a  straight-line  basis  over  their 
estimated  useful  lives.  Investments  in  properties  under  capital  leas¬ 
es  and  leasehold  improvements  are  amortized  over  the  shorter  of 
their  useful  lives  or  related  lease  terms.  Costs  associated  with  the 
acquisition  or  development  of  software  for  internal  use  are  capital¬ 
ized  and  amortized  over  the  expected  useful  life  of  the  software. 

Goodwill  Goodwill  represents  the  excess  of  cost  over  the  fair 
value  of  net  tangible  assets  acquired  at  the  dates  of  acquisition. 
Substantially  all  amounts  are  amortized  using  the  straight-line 
method  over  a  40-year  period. 

Long-lived  Assets  Long-lived  assets  and  certain  identifiable 
intangibles  are  reviewed  to  determine  whether  the  net  book  value 
is  recoverable.  Impairment  losses  resulting  from  these  reviews  have 
not  been  significant. 

Financial  Derivatives  The  company  uses  financial  derivatives 
only  to  reduce  risk  in  specific  business  transactions.  The  company 
periodically  purchases  forward  contracts  on  firm  commitments  to 
minimize  the  risk  of  foreign  currency  fluctuations.  These  contracts  are 
not  significant.  The  company  will  adopt  SFAS  No.  133,  "Accounting 
for  Derivative  Instruments  and  Hedging  Activities,"  in  2000.  This 
statement  will  not  have  a  material  impact  on  the  company. 

Reclassifications  Certain  prior-period  amounts  have  been 
reclassified  to  conform  with  the  current-year  presentation. 

Quarterly  Results  (Unaudited) 

Quarterly  results  are  determined  in  accordance  with  annual  account¬ 
ing  policies.  They  include  certain  items  based  upon  estimates  for 
the  entire  year.  Summarized  quarterly  results  for  the  last  two  years 
were  as  follows: 


(dollars  in  millions, 
except  per  share) 

1999 

First 

Second 

Third 

Fourth 

Year 

Revenues 

$2,989 

$3,067 

$3,176 

$4,634 

$13,866 

Cost  of  sales 

2,086 

2,098 

2,218 

2,968 

9,370 

Selling,  general,  and 
administrative  expenses 

629 

640 

660 

757 

2,686 

Pretax  earnings 

203 

257 

228 

835 

1,523 

Net  earnings 

122 

154 

138 

513 

927 

Earnings  per  share: 

Basic 

$  0.35 

S  0.45 

$  0.40 

$  1.53 

$  2.73 

Diluted 

0.34 

0.43 

0.38 

1.45 

2.60 

(dollars  in  millions, 
except  per  share) 

1998 

First 

Second 

Third 

Fourth 

Year 

Revenues 

$2,760 

$2,826 

$3,027 

$4,477 

$13,090 

Cost  of  sales 

1,926 

1,956 

2,118 

2,901 

8,901 

Selling,  general,  and 
administrative  expenses 

584 

587 

625 

720 

2,516 

Pretax  earnings 

183 

218 

215 

779 

1,395 

Net  earnings 

110 

131 

130 

478 

849 

Earnings  per  share: 

Basic 

$  0.30 

$  0.37 

$  0.36 

$  1.40 

$  2.43 

Diluted 

0.29 

0.35 

0.35 

1.31 

2.30 

26 


NOTES  TO  CONSOLIDATED  FINANCIAL  STATEMENTS 


The  May  Department  Stores  Company 


There  are  variables  and  uncertainties  in  the  factors  used  to  estimate 
the  annual  LIFO  provision  (credit)  on  an  interim  basis.  If  the  final 
variables  and  factors  had  been  known  at  the  beginning  of  the  year, 
the  pro  forma  diluted  earnings  (loss)  per  share  impact  of  LIFO 
would  have  been  as  follows: 


Quarter 

1999 

1998 

Pro 

Forma 

As 

Reported 

Pro 

Forma 

As 

Reported 

First 

$0.01 

S(0.01) 

$0.01 

$(0.01) 

Second 

0.01 

(0.01) 

0.01 

(0.01) 

Third 

0.01 

(0.01) 

0.01 

(0.01) 

Fourth 

0.02 

0.08 

0.02 

0.08 

Year 

$0.05 

$  0.05 

$0.05 

$0.05 

Profit  Sharing 

The  company  has  a  qualified  profit  sharing  plan  that  covers  associates 
who  work  1,000  hours  or  more  in  a  year  and  have  attained  age 
21.  The  plan  is  a  defined-contribution  program  that  provides  for 
discretionary  matching  allocations  at  a  variable  matching  rate  gen¬ 
erally  based  upon  changes  in  the  company's  annual  earnings  per 
share,  as  defined  in  the  plan.  The  plan's  matching  allocation  value 
totaled  $54  million  for  1999,  an  effective  match  rate  of  100%.  The 
matching  allocation  values  were  $57  million  in  1998  and  $48  mil¬ 
lion  in  1997. 

The  plan  includes  an  Employee  Stock  Ownership  Plan  (ESOP)  under 
which  the  plan  borrowed  $400  million  in  1989,  guaranteed  by  the 
company,  at  an  average  rate  of  8.5%.  The  proceeds  were  used  to 
purchase  $400  million  (788,955  shares)  of  convertible  preference 
stock  of  the  company  (ESOP  preference  shares).  Each  share  is  con¬ 
vertible  into  33.787  shares  of  common  stock  and  has  a  stated 
value  of  $15.01  per  common  share  equivalent.  The  annual  divi¬ 
dend  rate  on  the  ESOP  preference  shares  is  7.5%. 

The  $286  million  outstanding  portion  of  the  guaranteed  ESOP 
debt  is  reflected  on  the  consolidated  balance  sheet  as  long-term 
debt  because  the  company  will  fund  the  required  debt  service 
through  2004.  The  company's  contributions  to  the  ESOP  and  the 
dividends  on  the  ESOP  preference  shares  are  used  to  repay  the  loan 
principal  and  interest.  Interest  expense  associated  with  the  ESOP 
debt  was  $25  million  in  1999,  $27  million  in  1998,  and  $29  million 
in  1997.  ESOP  preference  shares'  dividends  were  $24  million  in 
1999,  $25  million  in  1998,  and  $26  million  in  1997. 

The  release  of  ESOP  preference  shares  is  based  upon  debt-service 
payments.  Upon  release,  the  shares  are  allocated  to  participating 
associates'  accounts.  Unearned  compensation,  initially  an  equal 
offsetting  amount  to  the  $400  million  guaranteed  ESOP  debt,  has 
been  adjusted  for  the  difference  between  the  expense  related  to 
the  ESOP  and  cash  payments  to  the  ESOP.  It  is  reduced  as  principal 
is  repaid. 

The  company's  profit  sharing  expense  was  $40  million  in  1999, 

$28  million  in  1998,  and  $24  million  in  1997. 

At  January  29,  2000,  the  plan  beneficially  owned  15.3  million 
shares  of  the  company's  common  stock  and  100%  of  the  com¬ 
pany's  ESOP  preference  shares,  representing  10.5%  of  the  com¬ 
pany's  common  stock. 


Pension  and  Other  Postretirement  Benefits 

The  company  has  two  qualified  defined-benefit  plans  that  cover 
associates  who  work  1,000  hours  or  more  in  a  year  and  have 
attained  age  21 .  The  company  also  maintains  two  nonqualified, 
supplementary  defined-benefit  plans  for  certain  associates.  All 
plans  are  noncontributory  and  provide  benefits  based  upon  years 
of  service  and  pay  during  employment. 

Pension  expense  is  based  on  information  provided  by  an  outside 
actuarial  firm  that  uses  assumptions  to  estimate  the  total  benefits 
ultimately  payable  to  associates  and  allocates  this  cost  to  service 
periods.  The  actuarial  assumptions  used  to  calculate  pension  costs 
are  reviewed  annually. 

The  accumulated  benefit  obligations  (ABO),  change  in  projected 
benefit  obligations  (PBO),  change  in  net  plan  assets,  and  funded 
status  of  the  benefit  plans  are  summarized  in  the  tables  below: 


Qualified  Plans 

Nonqualified  Plans 

(dollars  in  millions) 

1999 

1998 

1999 

1998 

Change  in  PBO  1 

PBO  at  beginning  of  year 

$517 

$476 

$  122 

S  102 

Sen/ice  cost 

36 

30 

3 

3 

Interest  cost 

36 

32 

9 

8 

Business  combinations 

27 

8 

- 

- 

Actuarial  loss  (gain) 

(74) 

24 

1 

12 

Plan  amendments 

68 

- 

- 

2 

Benefits  paid 

(68) 

(53) 

(6) 

(5) 

PBO  at  end  of  year 

$542 

$517 

$  129 

$  122 

ABO  at  end  of  year<3> 

$516 

$464 

$  104 

$  99 

Change  in  net  plan  assets 

Fair  value  of  net  plan  assets 
at  beginning  of  year 

$579 

$490 

$  » 

$  - 

Actual  return  on  plan  assets 

38 

89 

- 

- 

Employer  contribution 

48 

44 

- 

- 

Business  combinations 

25 

9 

- 

- 

Benefits  paid 

(68) 

(53) 

- 

- 

Fair  value  of  net  plan 
assets  at  end  of  year 

$622 

$579 

$  - 

$  - 

Funded  status 

Plan  assets  in  excess  of 
(less  than)  PBO 

$  80 

$  62 

S(129) 

$(122) 

Unrecognized  net  actuarial 
loss  (gain) 

(124) 

(50) 

19 

21 

Unrecognized  prior  service  cost 

66 

2 

14 

14 

Additional  minimum  liability  (4> 

- 

- 

(8) 

(12) 

Prepaid  (accrued)  benefit  cost 

$  22 

$  14 

$(104) 

$  (99) 

Plan  assets  in  excess  of 
(less  than)  ABO 

$106 

$115 

$(104) 

$  (99) 

<’)  PBO  is  the  actuarial  present  value  of  benefits  attributed  by  the  benefit  formula  to 
prior  associate  service;  it  takes  into  consideration  future  salary  increases. 

(2>  Actuarial  loss  (gain)  is  the  change  in  value  of  the  benefit  obligations  or  the  plan 
assets  resulting  from  changes  in  actuarial  assumptions  or  from  experience  different 
than  assumed. 

<3>  ABO  is  the  actuarial  present  value  of  benefits  attributed  by  the  pension  benefit 
formula  to  prior  associate  service  based  on  current  and  past  compensation  levels 

<4>The  additional  minimum  liability  represents  the  excess  of  the  accumulated  benefit 
obligation  over  the  accrued  pension  costs  recognized.  Recognizing  the  additional 
minimum  liability  results  in  an  intangible  asset  being  recorded  for  an  equal  amount. 
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The  components  of  net  periodic  benefit  costs  and  actuarial  assump¬ 
tions  for  the  benefit  plans  are  summarized  in  the  following  tables: 


(dollars  in  millions) 

1999 

1998 

1997 

Components  of  pension  expense  (ail  plans) 

Service  cost 

Interest  on  PBO 

Expected  return  on  assets 

Net  amortization  1 

S  39 
45 
(39) 

8 

S  33 
40 
(34) 

3 

S  28 
34 
(30) 

2 

Total 

S  53 

S  42 

S  34 

1  Prior  service  cost  and  actuarial  (gain)  loss  are  amortized  over  the  remaining 
service  period. 

(as  of  January  1) 

2000 

1999 

1998 

Actuarial  assumptions 

Discount  rate 

8.00% 

6.75%; 

7.00% 

Expected  return  on  plan  assets 

8.25 

7.00 

7.25 

Salary  increase 

4.50 

4.25 

4.50 

The  accrued  pension  costs  are  included  in  other  liabilities.  Prepaid 
pension  costs  and  intangible  assets  are  included  in  other  assets. 

The  company  also  provides  postretirement  life  and/or  health  bene¬ 
fits  for  certain  associates.  As  of  January  29,  2000  the  company's 
estimated  PBO  (at  a  discount  rate  of  8.00%)  for  postretirement 
benefits  was  $48  million,  which  was  accrued  in  other  liabilities.  As 
of  January  30,  1999  the  company's  estimated  PBO  (at  a  discount 
rate  of  6.75%)  for  postretirement  benefits  was  $48  million,  of  which 
$45  million  was  accrued  in  other  liabilities.  The  postretirement  plan 
is  unfunded.  The  postretirement  benefit  expense  was  $4  million 
in  1999  and  1998  and  $3  million  in  1997. 

The  estimated  future  obligations  for  postretirement  medical  bene¬ 
fits  are  based  upon  assumed  annual  healthcare  cost  increases  of 
12%  for  2000  and  2001,  decreasing  by  1%  annually  to  8%  for 
2005  and  future  years.  A  1  %  increase  or  decrease  in  the  assumed 
annual  health  care  cost  increases  would  increase  or  decrease  the 
present  value  of  estimated  future  obligations  for  postretirement 
benefits  by  approximately  $2  million. 

Another  important  element  in  the  retirement  programs  is  the  Social 
Security  system,  into  which  the  company  paid  $163  million  in  1999 
as  its  matching  contribution  to  the  $163  million  paid  in  by  associates. 


Taxes 

The  provision  for  income  taxes  and  the  related  percent  of  pretax 
earnings  for  the  last  three  years  were  as  follows: 


1999 

1998 

1997 

(dollars  in  millions) 

S 

% 

$ 

% 

$ 

% 

Federal 

S440 

S420 

$359 

State  and  local 

81 

77 

65 

Current  taxes 

521 

34.2% 

497 

35.6% 

424 

33.2% 

Federal 

63 

41 

64 

State  and  local 

12 

8 

12 

Deferred  taxes 

75 

4.9 

49 

3.5 

76 

5.9 

Total 

S596 

39.1% 

S546 

39.1% 

$500 

39.1% 

The  reconciliation  between  the  statutory  federal  income  tax  rate 
and  the  effective  income  tax  rate  for  the  last  three  years  follows: 


(percent  of  pretax  earnings) 

1999 

1998 

1997 

Statutory  federal  income  tax  rate 

35.0% 

35.0% 

35.0% 

State  and  local  income  taxes 

6.1 

6.1 

6.0 

Federal  tax  benefit  of  state 

and  local  income  taxes 

(2.2) 

(2.2) 

(2.1) 

Other,  net 

0.2 

0.2 

0.2 

Effective  income  tax  rate 

39.1% 

39.1% 

39.1% 

Major  components  of  deferred  tax  assets  (liabilities)  were  as  follows: 


(dollars  in  millions) 

1999 

1998 

Accrued  expenses  and  reserves 

$  96 

$  102 

Deferred  and  other  compensation 

139 

123 

Depreciation/amortization  and  basis  differences 

(528) 

(474) 

Other  deferred  income  tax  liabilities,  net 

(216) 

(206) 

Net  deferred  income  taxes 

(509) 

(455) 

Less:  Net  current  deferred  income  tax  assets 

31 

27 

Noncurrent  deferred  income  taxes 

S(540) 

$(482) 

Net  current  deferred  income  tax  assets  are  included  in  other  current 
assets  in  the  accompanying  balance  sheet. 

Earnings  per  Share 

The  following  tables  reconcile  net  earnings  and  weighted  average 
shares  outstanding  to  amounts  used  to  calculate  basic  and  diluted 
earnings  per  share  for  1999,  1998,  and  1997. 


1999 

(in  millions,  except  per  share ) 

Net 

Earnings 

Shares 

Earnings 
per  Share 

Net  earnings 

ESOP  preference  shares'  dividends 

S927 

(19) 

Basic  earnings  per  share 

S908 

332.2 

$2.73 

ESOP  preference  shares 

Assumed  exercise  of  options 

16 

21.5 

(treasury  stock  method) 

- 

1.9 

Diluted  earnings  per  share 

$924 

355.6 

$2.60 

1998 

(in  millions,  except  per  share) 

Net 

Earnings 

Shares 

Earnings 
per  Share 

Net  earnings 

ESOP  preference  shares'  dividends 

$849 

(18) 

Basic  earnings  per  share 

$831 

342.6 

$2.43 

ESOP  preference  shares 

Assumed  exercise  of  options 

15 

22.2 

(treasury  stock  method) 

- 

2.6 

Diluted  earnings  per  share 

$846 

367.4 

$2.30 
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1997 

(in  millions,  except  per  share) 

Net 

Earnings 

Shares 

Earnings 
per  Share 

Net  earnings 

ESOP  preference  shares'  dividends 

S779 

(18) 

Basic  earnings  per  share 

$761 

348.5 

$2.18 

ESOP  preference  shares 

Assumed  exercise  of  options 

14 

22.9 

(treasury  stock  method) 

- 

2.2 

Diluted  earnings  per  share 

$775 

373.6 

$2.07 

Accounts  Receivable 

Credit  sales  under  department  store  credit  programs  as  a  percent 
of  net  retail  sales  were  40.7%  in  1999.  This  compares  with  42.3% 
in  1998  and  44.3%  in  1997.  An  estimated  26  million  customers 
hold  credit  cards  under  the  company's  various  credit  programs. 
Sales  made  through  third-party  credit  cards  totaled  $4.6  billion  in 
1999,  compared  with  $4.1  billion  in  1998  and  $3.6  billion  in  1997. 

Net  accounts  receivable  consisted  of: 


(dollars  in  millions) 

1999 

1998 

Customer  accounts  receivable 

Other  accounts  receivable 

S2.124 

125 

$2,127 

99 

Total  accounts  receivable 

Allowance  for  uncollectible  accounts 

2,249 

(76) 

2,226 

(82) 

Accounts  receivable,  net 

$2,173 

$2,144 

In  accordance  with  industry  practice,  installments  on  deferred- 
payment  accounts  receivable  maturing  in  more  than  one  year 
have  been  included  in  current  assets.  The  fair  value  of  customer 
accounts  receivable  approximates  their  carrying  values  at  January 
29,  2000  and  January  30,  1999  due  to  the  short-term  nature  of 
these  accounts. 

Other  Current  Assets 

In  addition  to  net  current  deferred  income  tax  assets,  other  current 
assets  consisted  of  prepaid  expenses  and  supply  inventories  of 
$53  million  in  1999  and  $49  million  in  1998. 


Other  Assets 

Other  assets  consisted  of: 


(dollars  in  millions) 

1999 

1998 

Prepaid  and  intangible  pension  asset 

532 

$  26 

Deferred  debt  expense 

31 

33 

Notes  receivable 

- 

30 

Other 

7 

11 

Total 

$70 

$100 

Accrued  Expenses 

Accrued  expenses  consisted  of: 


(dollars  in  millions) 

1999 

1998 

Salaries,  wages,  and  employee  benefits 

$196 

$147 

Insurance  costs 

184 

178 

Interest  and  rent  expense 

143 

156 

Advertising  and  other  operating  expenses 

128 

112 

Sales,  use,  and  other  taxes 

110 

106 

Construction  costs 

71 

59 

Other 

60 

49 

Total 

$892 

$807 

Short-term  Debt  and  Lines  of  Credit 

Short-term  borrowings  for  the  last  three  years  were: 


(dollars  in  millions) 

1999 

1998 

1997 

Balance  outstanding  at  year  end 

$  - 

$ 

$ 

Average  balance  outstanding 

67 

195 

182 

Average  interest  rate  on  average  balance 

5.7% 

5.4% 

5.7% 

Maximum  balance  outstanding 

$407 

$621 

$487 

The  average  balance  of  short-term  borrowings  outstanding,  primarily 
commercial  paper,  and  the  respective  weighted  average  interest 
rates  are  based  on  the  number  of  days  such  short-term  borrowings 
were  outstanding  during  the  year.  The  company  has  $780  million 
available  under  credit  agreements. 


Long-term  Debt 

Long-term  debt  and  capital  lease  obligations  were: 


(dollars  in  millions) 

1999 

1998 

5.7%  to  10.6%  unsecured  notes  and 

sinking-fund  debentures  due  2000-2036 

$3,638 

$3,741 

3.0%  to  10.0%  mortgage  notes  and 

bonds  due  2000-2015 

124 

134 

Capital  lease  obligations 

57 

48 

Total  debt 

3,819 

3,923 

Less:  Current  maturities  of  long-term  debt 

259 

98 

Long-term  debt 

$3,560 

$3,825 

The  annual  maturities  of  long-term  debt,  including  sinking  fund 
requirements,  are  $259  million,  $85  million,  $329  million,  $132  mil¬ 
lion,  and  $258  million  for  2000  through  2004. 

The  net  book  value  of  property  encumbered  under  long-term  debt 
agreements  was  $143  million  at  January  29,  2000. 

The  company  recorded  an  extraordinary  aftertax  loss  of  $4  million 
($5  million  pretax)  in  1997  related  to  the  early  retirement  of  debt. 

The  fair  value  of  long-term  debt  (excluding  capital  lease  obligations) 
was  approximately  $3.7  billion  and  $4.5  billion  at  January  29,  2000, 
and  January  30,  1999,  respectively.  The  fair  value  was  determined 
using  borrowing  rates  for  debt  instruments  with  similar  terms 
and  maturities. 
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Lease  Obligations 

The  company  owns  approximately  77%  of  its  stores.  Rental  expense 
for  the  company's  operating  leases  consisted  of: 


(dollars  in  millions ) 

1999 

1998 

1997 

Minimum  rentals 

$48 

$49 

$47 

Contingent  rentals  based  on  sales 

18 

18 

17 

Real  property  rentals 

66 

67 

64 

Equipment  rentals 

3 

3 

4 

Total 

S69 

$70 

S68 

Future  minimum  lease  payments  at  January  29,  2000  were 
as  follows: 


(dollars  in  millions) 

Capital 

Leases 

Operating 

Leases 

Total 

2000 

$  7 

$  51 

S  58 

2001 

7 

46 

53 

2002 

7 

43 

50 

2003 

7 

40 

47 

2004 

7 

38 

45 

After  2004 

93 

264 

357 

Minimum  lease  payments 

$128 

S4S2 

$610 

The  present  value  of  minimum  lease  payments  under  capital  leases 
was  $57  million  at  January  29,  2000,  of  which  $1  million  was 
included  in  current  liabilities.  The  present  value  of  operating  leases 
was  $291  million  at  January  29,  2000. 

Property  under  capital  leases  is  summarized  as  follows: 


(dollars  in  millions) 

1999 

1998 

Cost 

Accumulated  amortization 

S  65 
(32) 

S  56 
(31) 

Total 

$33 

$25 

Other  Liabilities 

In  addition  to  accrued  pension  and  postretirement  costs,  other 
liabilities  consisted  principally  of  deferred  compensation  liabilities  of 
$162  million  at  January  29,  2000  and  $161  million  at  January  30, 
1999.  Under  the  company's  deferred  compensation  plan,  eligible 
associates  may  elect  to  defer  part  of  their  compensation  each  year 
into  cash  and/or  stock  unit  alternatives.  The  company  issues  shares 
to  settle  obligations  with  participants  who  defer  in  stock  units  and 
it  maintains  shares  in  treasury  sufficient  to  settle  all  outstanding 
stock  unit  obligations. 


Acquisitions 

On  December  31,  1999  May  completed  the  acquisition  of  Zions 
Co-operative  Mercantile  Institution  (ZCMI)  stores.  May  issued 
1 .6  million  shares  of  May  common  stock  valued  at  $50  million  to 
ZCMI  shareholders  and  assumed  $73  million  of  debt,  of  which 
$40  million  was  repaid  at  closing.  The  company  repurchased  a 
comparable  number  of  shares  in  the  open  market  as  were  issued 
to  acquire  ZCMI. 

In  September  1998,  May  purchased  1 1  former  Mercantile  stores 
for  approximately  $302  million  including  merchandise  inventories. 
At  the  date  of  acquisition  nine  of  these  stores  were  leased.  The 
leases  have  both  put  and  call  options  that  obligate  the  company  to 
buy  the  underlying  properties  for  approximately  $100  million.  As 
of  January  29,  2000  the  company  has  purchased  three  of  these 
stores  for  $42  million. 

These  acquisitions  have  been  accounted  for  as  purchases  and  did  not 
have  a  material  effect  on  the  results  of  operations  or  financial  position. 

Stock  Option  and  Stock-related  Plans 

Under  the  company's  common  stock  option  plans,  options  are  granted 
at  the  market  price  on  the  date  of  grant.  Options  to  purchase  may 
extend  for  up  to  10  years,  may  be  exercised  in  installments  only  after 
stated  intervals  of  time,  and  are  conditional  upon  continued  active 
employment  with  the  company.  The  company's  plans  are  accounted 
for  as  provided  by  APB  Opinion  No.  25.  For  stock  options,  no  com¬ 
pensation  cost  has  been  recognized  because  the  option  exercise 
price  is  fixed  at  the  market  price  on  the  date  of  grant. 

A  combined  summary  of  the  stock  option  plans  at  the  end  of 
1999,  1998,  and  1997  and  of  the  changes  in  outstanding  shares 
within  years  is  presented  below: 


1999 

1998 

1997 

(shares  in  thousands) 

Shares 

Average 

Exercise 

Price 

Shares 

Average 

Exercise 

Price 

Shares 

Average 

Exercise 

Price 

Beginning  of  year 

11,764 

$33 

10,230 

$28 

10,081 

$25 

Granted 

4,329 

44 

4,230 

43 

3,158 

32 

Exercised 

(690) 

25 

(T922) 

25 

(2,384) 

21 

Forfeited  or 
expired 

(531) 

42 

(774) 

33 

(625) 

28 

End  of  year 

14,872 

$37 

11,764 

$33 

10,230 

$28 

Exercisable  at 
end  of  year 

5,904 

$30 

3,719 

$26 

3,214 

$24 

Shares  available 
for  grants 

Fair  value  of 
options  granted 

4,218 

$14 

8,015 

$12 

11,471 

$11 
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The  following  table  summarizes  information  about  stock  options 
outstanding  at  January  29,  2000: 


Options  Outstanding 

Options  Exercisable 

Exercise 

Number 

Average 

Remaining 

Average 

Number 

Average 

Price 

Outstanding 

Contractual 

Exercise 

Exercisable 

Exercise 

Range 

(in  thousands) 

Life 

Price 

(in  thousands) 

Life 

S  7 

2 

1 

$  7 

2 

1 

16-24 

1,699 

4 

22 

1,699 

4 

25-33 

5,119 

7 

30 

3,127 

7 

35-45 

8,052 

9 

42 

1,076 

8 

14,872 

7 

$30 

5,904 

6 

Under  the  1994  Stock  Incentive  Plan,  the  company  is  authorized 
to  grant  up  to  2.9  million  shares  of  restricted  stock  to  management 
associates  with  or  without  performance  restrictions.  No  monetary 
consideration  is  paid  by  associates  who  receive  restricted  stock. 

All  restrictions  lapse  over  periods  of  up  to  10  years.  In  1999  and 
1998  the  company  granted  407,167  and  328,356  shares  of 
restricted  stock,  respectively,  under  the  1994  Stock  Incentive  Plan. 
For  restricted  stock  grants,  compensation  expense  is  based  upon 
the  grant  date  market  price;  it  is  recorded  over  the  lapsing  period. 
For  performance-based  restricted  stock,  compensation  expense  is 
recorded  over  the  performance  period  and  is  based  on  estimates 
of  performance  levels. 

As  an  alternative  to  accounting  for  stock-based  compensation 
under  APB  No.  25,  SFAS  No.  123,  "Accounting  for  Stock-based 
Compensation,"  establishes  a  fair-value  method  of  accounting  for 
employee  stock  options  or  similar  equity  instruments.  The  company 
used  the  Black-Scholes  option  pricing  model  to  estimate  the  grant 
date  fair  value  of  its  1995  and  later  option  grants.  The  fair  value  is 
recognized  over  the  option  vesting  period,  which  is  typically  four 
years.  Had  compensation  cost  for  these  plans  been  determined  in 
accordance  with  SFAS  No.  123,  the  company's  net  earnings  and 
net  earnings  per  share  would  have  been  as  follows: 


(dollars  in  millions,  except  per  share) 

1999 

1998 

1997 

Net  earnings: 

As  reported 

$  927 

$849 

$779 

Pro  forma 

903 

833 

766 

Basic  earnings  per  share: 

As  reported 

$2.73 

$2.43 

$2.18 

Pro  forma 

2.66 

2.38 

2.14 

Diluted  earnings  per  share: 

As  reported 

$2.60 

$2.30 

$2.07 

Pro  forma 

2.54 

2.27 

2.04 

The  following  Black-Scholes  assumptions  were  used: 


Assumptions 

1999 

1998 

1997 

Risk-free  interest  rate 

5.5% 

5.6% 

6.6% 

Expected  dividend  yield 

SO. 89 

$0.85 

$0.80 

Expected  option  life  (years) 

7 

7 

7 

Expected  volatility 

26% 

23% 

24% 

Common  Stock  Repurchase  Programs 

During  1999,  the  company  purchased  $361  million  or  9.9  million 
shares  under  a  $500  million  stock  repurchase  program  authorized 
in  fiscal  1999.  The  1999  buyback  was  in  addition  to  a  $500  million 
1998  stock  repurchase  program  totaling  12.5  million  shares  and 
a  $300  million  1997  stock  repurchase  program  totaling  9.6  million 
shares.  In  February  2000,  the  company  announced  plans  to  repur¬ 
chase  up  to  an  additional  $650  million  of  May  shares. 

Preference  Stock 

The  company  is  authorized  to  issue  up  to  25  million  shares  of  $.50 
par  value  preference  stock.  As  of  January  29,  2000,  800,000  ESOP 
preference  shares  were  authorized  and  622,197  were  outstanding. 

The  ESOP  preference  shares  are  shown  outside  of  shareowners' 
equity  in  the  consolidated  balance  sheet  because  the  shares  are 
redeemable  by  the  holder  or  by  the  company  in  certain  situations. 

Shareowner  Rights  Plan 

The  company  has  a  shareowner  rights  plan  under  which  a  right  is 
attached  to  each  share  of  the  company's  common  stock.  The  rights 
become  exercisable  only  under  certain  circumstances  involving 
actual  or  potential  acquisitions  of  May's  common  stock  by  a  person 
or  by  affiliated  persons.  Depending  upon  the  circumstances  the 
holder  may  be  entitled  to  purchase  units  of  the  company's  prefer¬ 
ence  stock,  shares  of  the  company's  common  stock,  or  shares  of 
common  stock  of  the  acquiring  person.  The  rights  will  remain  in 
existence  until  August  31,  2004,  unless  they  are  terminated, 
extended,  exercised,  or  redeemed. 
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ELEVEN-YEAR  FINANCIAL  SUMMARY 


The  May  Department  Stores  Company 


(in  millions,  except  per  share  and  operating  statistics) 

1999 

1998 

1997 

Net  retail  sales 

$13,869 

$13,048 

$12,265 

Total  percent  increase 

6.3% 

6.4% 

7.0% 

Store-for-store  percent  increase 

2.6% 

3.5% 

3.6% 

Operations 

Revenues 

$13,866 

$13,090 

$12,390 

Cost  of  sales 

9,370 

8,901 

8,437 

Selling,  general,  and  administrative  expenses 

2,686 

2,516 

2,375 

Interest  expense,  net 

287 

278 

299 

Earnings  before  income  taxes 

1,523 

1,395 

1,279 

Provision  for  income  taxes 

596 

546 

500 

Net  earnings  (1) 

927 

849 

779 

Percent  of  revenues 

6.7% 

6.5% 

6.3% 

LIFO  provision  (credit) 

$  (30) 

$  (28) 

$  (5) 

Per  share 

Net  earnings  (1) 

$  2.60 

$  2.30 

$  2.07 

Dividends  paid  (2) 

.89 

.85 

.80 

Book  value 

12.53 

11.46 

10.99 

Market  price  -  high 

45.38 

47.25 

38.08 

Market  price  -  low 

29.19 

33.17 

29.08 

Market  price  -  year-end  close 

31.25 

40.25 

35.04 

Financial  statistics 

Return  on  equity 

24.1% 

22.2% 

21.2% 

Return  on  net  assets 

20.7 

19.8 

18.5 

Operating  statistics 

Stores  open  at  year-end 

408 

393 

369 

Gross  retail  square  footage  (in  millions) 

69.1 

66.7 

62.8 

Sales  per  square  foot (3) 

$  210 

$  209 

$  204 

Cash  flows  and  financial  position 

Cash  flows  from  operations  (4) 

$  1,396 

$  1,288 

$  1,191 

Percent  of  revenues 

10.1% 

9.8% 

9.6% 

Depreciation  and  amortization 

$  469 

$  439 

$  412 

Capital  expenditures 

703 

630 

496 

Dividends  on  common  stock 

295 

290 

279 

Working  capital 

2,700 

2,928 

3,012 

Long-term  debt  and  preference  stock 

3,875 

4,152 

3,849 

Shareowners'  equity 

4,077 

3,836 

3,809 

Total  assets 

10,935 

10,533 

9,930 

Average  diluted  shares  outstanding  and  equivalents 

355.6 

367.4 

373.6 

All  years  included  52  weeks,  except  1995  and  1989,  which  included  53  weeks.  Net  retail  sales  for  1995  and  1989  are  shown  on  a  52-week  basis  for  comparability. 

'  Represents  net  earnings  and  diluted  earnings  per  share  from  continuing  operations. 

•  The  annual  dividend  was  increased  to  S.93  per  share  effective  with  the  March  15,  2000,  dividend  payment. 

J  Sales  per  square  foot  are  calculated  from  net  retail  sales  plus  finance  charge  revenues  and  average  gross  retail  square  footage. 

4  Cash  flows  from  operations  represents  net  earnings  plus  depreciation/amortization.  It  is  different  from  cash  flows  from  operating  activities  as  shown  on  the  statement  of  cash  flows 
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ELEVEN-YEAR  FINANCIAL  SUMMARY 


The  May  Department  Stores  Company 


1996 

1995 

1994 

1993 

1992 

1991 

1990 

1989 

$11,465 

$10,347 

$9,643 

$8,905 

$8,291 

$7,748 

$7,378 

$6,907 

10.8% 

7.3% 

8.3% 

7.4% 

7.0% 

5.0% 

6.8% 

14.0% 

4.3% 

2.5% 

5.4% 

5.4% 

4.5% 

(0.6%) 

0.6% 

6.4% 

$11,727 

$10,708 

$9,886 

$9,353 

$9,154 

$8,864 

$8,497 

$8,169 

7,953 

7,217 

6,658 

6,328 

6,251 

6,071 

5,844 

5,547 

2,265 

2,081 

1,916 

1,824 

1,859 

1,861 

1,772 

1,735 

277 

250 

233 

244 

279 

315 

278 

231 

1,232 

1,160 

1,079 

957 

579* 

617 

603 

656 

483 

460 

429 

379 

107* 

213 

199 

231 

749 

700 

650 

578 

472 

404 

404 

425 

6.4% 

6.5% 

6.6% 

6.2% 

5.2% 

4.6% 

4.8% 

5.2% 

$  (20) 

$  (53) 

$  (46) 

$  7 

$  10 

$  26 

$  39 

$  (22) 

$  1.87 

$  1.75 

$  1.62 

$  1.43 

$  1.18 

$  1.02 

$  1.01 

$  1.00 

.77 

.74 

.67 

.60 

.55 

.54 

.51 

.46 

10.27 

12.28 

11.10 

9.77 

8.55 

7.51 

6.69 

6.22 

34.83 

30.83 

30.08 

31.00 

24.83 

20.13 

19.71 

17.54 

27.00 

22.33 

21.50 

22.29 

17.33 

15.08 

12.46 

11.54 

29.67 

29.25 

23.42 

26.50 

23.46 

18.29 

15.17 

15.25 

19.4% 

20.8% 

21.3% 

22.1% 

21.5% 

20.7% 

21.8% 

18.0% 

18.8 

20.1 

20.1 

19.0 

15.4** 

14.5 

15.8 

16.9 

365 

346 

314 

301 

303 

318 

324 

288 

62.1 

57.6 

52.0 

49.4 

49.5 

51.9 

52.4 

48.4 

$  201 

$  201 

$  200 

$  191 

$  179 

$  171 

$  172 

$  168 

$  1,123 

$  1,033 

$  947 

$  859 

$  755 

$  677 

$  657 

$  659 

9.6% 

9.6% 

9.6% 

9.2% 

8.3% 

7.6% 

7.7% 

8.1% 

$  374 

$  333 

$  297 

$  281 

$  283 

$  273 

$  253 

$  234 

632 

801 

682 

560 

284 

366 

466 

470 

287 

277 

251 

223 

204 

198 

191 

186 

3,156 

3,536 

3,069 

2,960 

2,730 

3,089 

2,672 

2,094 

4,196 

3,701 

3,240 

3,192 

3,256 

4,299 

3,948 

3,387 

3,650 

4,585 

4,135 

3,639 

3,181 

2,781 

2,467 

2,319 

10,059 

10,122 

9,237 

8,614 

8,376 

8,566 

8,083 

7,570 

396.2 

■ - 

397.3 

397.3 

398.2 

397.0 

394.3 

397.1 

419.3 

*  Pretax  earnings  include  a  net  special  and  nonrecurring  charge  of  SI 87  million,  and  the  provision  for  income  taxes  includes  a  nonrecurring  tax  benefit  of  Si 87  million. 
**  Based  on  pretax  earnings  before  special  and  nonrecurring  items. 
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REPORTS  OF  MANAGEMENT  AND  INDEPENDENT  PUBLIC  ACCOUNTANTS 


I  hr  Max  Drpartmrut  Stairs  Compaux 


Report  of  Management 

Management  is  responsible  for  the  preparation,  integrity,  and 
objectivity  of  the  financial  information  included  in  this  annual 
report.  The  financial  statements  have  been  prepared  in  conformity 
with  generally  accepted  accounting  principles  applied  on  a  consis¬ 
tent  basis.  The  preparation  of  financial  statements  in  conformity 
with  generally  accepted  accounting  principles  requires  manage¬ 
ment  to  make  estimates  and  assumptions  that  affect  the  reported 
amounts.  Although  the  financial  statements  reflect  all  available 
information  and  management's  judgment  and  estimates  of  current 
conditions  and  circumstances,  prepared  with  the  assistance  of  spe¬ 
cialists  within  and  outside  the  company,  actual  results  could  differ 
from  those  estimates. 

Management  has  established  and  maintains  an  internal  control 
structure  to  provide  reasonable  assurance  that  assets  are  safeguard¬ 
ed  against  loss  from  unauthorized  use  or  disposition,  that  the 
accounting  records  provide  a  reliable  basis  for  the  preparation  of 
financial  statements,  and  that  such  financial  statements  are  not 
misstated  due  to  material  fraud  or  error.  Internal  controls  include 
the  careful  selection  of  associates,  the  proper  segregation  of  duties, 
and  the  communication  and  application  of  formal  policies  and  pro¬ 
cedures  that  are  consistent  with  high  standards  of  accounting  and 
administrative  practices.  An  important  element  of  this  structure  is 
a  comprehensive  internal  audit  program.  Management  continually 
reviews,  modifies,  and  improves  its  systems  of  accounting  and 
controls  in  response  to  changes  in  business  conditions  and  opera¬ 
tions,  and  in  response  to  recommendations  in  the  reports  prepared 
by  the  independent  public  accountants  and  internal  auditors. 

Management  believes  that  it  is  essential  for  the  company  to  conduct 
its  business  affairs  in  accordance  with  the  highest  ethical  standards 
and  in  conformity  with  the  law.  This  standard  is  described  in  the 
company's  policies  on  business  conduct,  which  are  publicized 
throughout  the  company. 


To  the  Board  of  Directors  and  Shareowners  of 
The  May  Department  Stores  Company: 

We  have  audited  the  accompanying  consolidated  balance  sheet  of 
The  May  Department  Stores  Company  (a  Delaware  corporation)  and 
subsidiaries  as  of  January  29,  2000,  and  January  30,  1999,  and  the 
related  consolidated  statements  of  earnings,  shareowners'  equity 
and  cash  flows  for  each  of  the  three  fiscal  years  in  the  period  ended 
January  29,  2000.  These  financial  statements  are  the  responsibility 
of  the  company's  management.  Our  responsibility  is  to  express  an 
opinion  on  these  financial  statements  based  on  our  audits. 

We  conducted  our  audits  in  accordance  with  auditing  standards 
generally  accepted  in  the  United  States.  Those  standards  require  that 
we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about 
whether  the  financial  statements  are  free  of  material  misstatement. 
An  audit  includes  examining,  on  a  test  basis,  evidence  supporting 
the  amounts  and  disclosures  in  the  financial  statements.  An 
audit  also  includes  assessing  the  accounting  principles  used  and 
significant  estimates  made  by  management,  as  well  as  evaluating 
the  overall  financial  statement  presentation.  We  believe  that  our 
audits  provide  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present 
fairly,  in  all  material  respects,  the  financial  position  of  The  May 
Department  Stores  Company  and  subsidiaries  as  of  January  29, 
2000,  and  January  30,  1999,  and  the  results  of  their  operations 
and  their  cash  flows  for  each  of  the  three  fiscal  years  in  the  period 
ended  January  29,  2000,  in  conformity  with  accounting  principles 
generally  accepted  in  the  United  States. 

1010  Market  Street 

St.  Louis,  Missouri  63101-2089 

February  9,  2000 
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SHAREOWNER  INFORMATION 


The  May  Department  Stores  Company 


Corporate  Headquarters 

The  May  Department  Stores  Company 
61 1  Olive  Street 
St.  Louis,  Mo.  63101-1799 
(314)  342-6300 

2000  Annual  Meeting 

The  May  Company  Annual  Meeting  of  Shareowners  will  be 
held  at  1 1  a.m.,  Friday,  May  19  at  The  Westin  William  Penn, 

530  William  Penn  Place,  Pittsburgh,  Pa. 

Information  Requests 

Copies  of  the  company's  annual  report  to  shareowners,  the 
Form  1 0-K  annual  report  and  Form  10-Q  quarterly  reports  to  the 
Securities  and  Exchange  Commission,  and  recent  press  releases 
are  available  free  of  charge  from  the  following  sources: 

Corporate  Communications 

The  May  Department  Stores  Company 

61 1  Olive  Street 

St.  Louis,  Mo.  63101-1799 

Web  site:  www.maycompany.com 

Automated  fax  on  demand:  (314)  444-6869 

The  company's  Statement  of  Corporate  Responsibility  can  also  be 
obtained  from  the  above  resources.  The  Statement  of  Responsibility 
includes  our  policies  on  affirmative  action  and  equal  employment 
opportunity,  minority-owned  and  woman-owned  suppliers,  sexual 
harassment,  and  vendor  standards  of  conduct. 

A  summary  of  charitable  contributions  by  The  May  Department 
Stores  Company  Foundation  is  available  from  the  above  mailing 
address  or  automated  fax  number. 

Security  analysts,  investment  professionals,  and  shareowners  may 
direct  their  inquiries  to: 

Mr.  Jan  R.  Kniffen 

Senior  Vice  President  and  Treasurer 

(314)  342-6413 


Common  Stock 

Shares  of  The  May  Department  Stores  Company  common  stock 
are  listed  and  traded  on  the  New  York  Stock  Exchange  under  the 
symbol  MAY.  The  stock  is  quoted  as  "MayDS"  in  daily  newspapers. 

Dividend  Reinvestment 

Dividends  on  May  common  stock  may  be  reinvested  economi¬ 
cally  and  conveniently  through  participation  in  the  Dividend 
Reinvestment  Plan.  Participating  shareowners  may  also  make 
optional  cash  purchases  of  May  common  stock. 

Shareowner  Inquiries 

For  assistance  with  the  Dividend  Reinvestment  Plan,  dividend 
payments,  shareowner  records,  and  transfers,  please  contact  our 
transfer  agent  and  registrar  as  noted  below: 

The  Bank  of  New  York 
Toll-free:  (800)  524-4458 
E-mail:  shareowner-svcs@bankofny.com 
Web  site:  stock.bankofny.com 

Certificate  transfers  and  address  changes: 

The  Bank  of  New  York 
P.O.  Box  11002 
Church  Street  Station 
New  York,  N.Y.  10286-1002 

Dividend  Reinvestment  Plan  inquiries: 

The  Bank  of  New  York 
P.O.  Box  11260 
Church  Street  Station 
New  York,  N.Y.  10277-1260 

Other  written  inquiries: 

The  Bank  of  New  York 
P.O.  Box  11258 
Church  Street  Station 
New  York,  N.Y  10286-1258 


The  May  Department  ,* 
Stores  Company 

611  Olive  Street 

St.  Louis,  Mo.  63101-1799 

(314)  342-6300 


